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The Mission, Vision and Business of MSA

Our Mission

That men and women may work in
safety and that they, their families
and their communities may live in

health throughout the world.

Our Vision

To be the leading innovatpr and
provider of quality safety and
instrument products and services
that protect and improve peop.'fe's

health, safety and the environment.

To satisfy customer needs through
the efforts of motivated, involved,
highly trained employees dedicated
to continuous improvement in quality,
service, cost, value, technology

and delivery.

The Business of MSA

is in the business
M S A of developing,
manufacturing and selling innova-
tive and sophisticated products that
enhance the safety and health of

workers throughout the world.

Critical to MSA’s mission is a clear

understanding of customer processes
and safety needs. MSA dedicates
significant resources to research
which allows the company to develop

a keen understanding of the customer safety requirements for a diverse

range of markets, including the fire service, homeland security, construction,
public utilities, mining, chemical, petroleum, HVAC, hazardous materials
remediation, military and retail. MSA’s principal products, each designed to
serve the needs of these target markets, include respiratory protective
equipment, thermal imaging cameras, gas detection instruments, ballistic
protection, as well as head, eye, face, hearing and fall protection products.

MSA was founded in 1914 by John T. Ryan and George H. Deike, two _
mining engineers who had firsthand knowledge of the terrible human loss that
was occurring in underground coal mines. Their knowledge of the mining
industry provided the foundation for the development of safety equipment to

better protect underground miners. While the range of
markets served by MSA has expanded greatly
over the years, the founding philosophy of
understanding customer safety needs and
designing innovative safety equipment
soilutions remains unchanged.

MSA is headquartered in Pittsburgh,
Pennsylvania, with operaticns employing
4,900 associates throughout the world.

A publicly held company, MSA’s stock
is traded on the New York Stock
Exchange under the symbol MSA.




Financial Highlights

2004 2005 2006
For The Year (thousands, except per share)
Net sales $852,509 $907,912 $913,714
Net income 71,047 81,783 63,918
Basic earnings per common share 1.91 2.24 1.76
At Year End (thousands}
Total assets $734,110 $725,357 $898,620
Working capital 270,593 246,367 289,424
Common shareholders’ equity 376,679 381,470 436,926
Common Stock (ihousands}
Shares outstanding 37,341 36,546 36,015
Market capitalization $1,893,208 $1,323,330 $1,319,965

Annual Sales by Product Group
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To Our Shareholders

In 2006, MSA Europe achieved its best year in company history.

© Pictured with MSA chairman and CEQO John T. Ryan H! are members
of MSA Europe's leadership team, including, from left to right,
Alan DiGiovanni, Thomas Muschter, Mathieu Tijskens, Frank Mak,
Stefan Zioczysti and James Baillie, president of MSA Europe.

n reviewing this letter from last year's report, 1 was struck by

how many of the business factors and trends we see now remain
consistent with what we have said a year ago and noted in
communications since.

MSA has been the global leader in sophisticated safety equip-
ment and we enhanced our position during this decade. Looking at
the big picture, MSA's core industrial business worldwide, beyond
the U.S. fire service and the U.S. military, has grown consistently
during recent years and this continued in 2006, driven by our
making long-term improvements in our business processes. During
this period, our fire service sales grew very well. As has been
frequently reported, our total business was turbo charged in the
period 2002 to 2004 by exceptional business in protective prod-
ucts to the U.S. military and in commercial Homeland Security
gas masks. We always knew that these two businesses would be
volatile and we have had a plan for a transition to a more normal
business mix which we communicated over the last year. Most of
this transition happened in one year - 2006 — in which our U.S.
military business fell by more than $60 million, over 50 percent,
due to the completion of a number of contracts and the U.S,
Government’s decision to split evenly the Advanced Combat
Helmet (ACH) contract among multiple supptliers..

Our rather audacious objectives in this transition year of 2006
were, in spite of the above challenges, to reach a sales and oper-
ating profit level (less adjustment for accounting changes and
restructuring costs) higher than that of 2005, even if just a small
increase, by significantly growing our business in other areas.

The disappointment of 2006 as a company was that, on a qualita-
tive basis, “we almost made it.” Indeed many of the goals in this
transition year were accomplished. We actually did grow our sales,
but we fell short on earnings due primarily to the timing of the
U.S. Federal Government funding of the U.S. fire service.

We did gain significant sales growth in two-thirds of our global
business - that is everything except the U.S. fire service, the
U.S. Homeland Security gas mask market, and the U.S. military.
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In 2006 MSA achieved strong double digit percentage growth in
sales, and for the most part met our goals, in these key areas:

* the industrial business of our U.S. National Sales Force;

* the balance of our commercial sales efforts in North America;

* MSA Europe; and

¢ MSA International (with the help of Select PPE, a strategic
acquisition in South Africa that expanded considerably as
part of MSA in 20086.)

Instrument sales lead our North American business growth, and
industrial head protection, with the industry leading V-Gard
Helmet, was a strong contributor.

In particular, MSA Europe stepped into the breach and provided
excellent growth to gain our best year there since the fall of the
Berlin Wall. Our domestic sales in Germany were solid and well
above plan. Eastern Europe business showed strong expansion
and our plan was exceeded in each of the other regions of the
continent. Fire service sales in Europe were also quite good,
with breathing apparatus and fire helmets being well over plan.
MSA sales also grew particularly well in China, Southeast Asia.
and Mexico.

The company brought out telemetry capabilities in our breathing
apparatus; a new generation of Thermal Imaging Camera — the
Evolution 5200 HD; successful new instruments such as the Altair
Single Gas Portable Instrument; and the latest generation of the
SAFESITE Multi-Threat Detection System. MSA also was a major
participant in the first large production contract of the Mask 2000,
the new standard gas mask for the German military. In the U.S,,
we are now beginning work on a distinctive new breathing appa-
ratus for the United States Air Force.

Operating costs of the company were mostly on plan with the
exception of a few special one-off issues. We were challenged
because the areas in which we gained much of our sales growth
were areas in which we are developing the market and these
require higher than the average amount of selling and other
supportive costs. The areas where our sales fell were those in
which our marginal selling expenses are |ower.

Safety is our middle name, and | was very pleased that our
Murrysville factory received the prestigious VPP Star Award from
the U.S. Occupational Safety and Health Administration for our
safety program in this important factory. Our Global Manufacturing
Council was our Process of the Year by its efforts to spread best
practices throughout the manufacturing elements of the company.
Project Outlook, which was the consolidation of our Instrument.
and Safety Products Divisions in the U.S., and a voluntary retire-
ment program to reduce overall costs, went exceptionally well.

We also welcomed to the company the people of Paraclete
Armor and Equipment of St. Pauls, N.C. Paraclete enhances our
capabilities in ballistic vest protection for the military and law
enforcement market. Paraclete has a distinctive business with the
U.S. Special Forces - an area of growing importance in the U.S.
military strategy — and is located close to Fort Bragg, N.C., where
| spent a year and a half in my past life as a U.S. Army officer.

During the year, company management completed a five-year
strategic plan, which was reviewed and approved by the Board of
Directors. The establishment of a new sales operation in Egypt
makes this the 40th country in which MSA has operating compa-
nies or sales representative offices. Egypt is one of the oldest
civilizations on Earth so it was about time that we got there.

Even with all of this progress, we unfortunately did not make
our earnings goals. The major factor that made the difference
was the substantial delay in the release of U.S. Assistance to
Firefighter Grants (AFG) funding, both directly and because its
delay causes many municipalities to hold their own spending in




the hopes that they would get money from still-open AFG requests.
The impact on our business in 2006 was significant as only about
haif of the appropriated funds were released by calendar year end.
While our U.S. military business declined from 2005 to 2006, we
had a plan to overcome this by sales growth elsewhere. But oh a
net basis, the shortfall of sales to the U.S, fire service and the
resulting impact on factory burden coverage caused us to miss
our goals. This, along with the cost of restructuring, particularly
Project Outlook, which was necessary for our future well being,
and the accounting charge that required the expensing of stock-
based compensation, were the main factors in the actual pre-tax
earnings decline from 2005.

Our outlock for the year 2007 is that we want to complete the
transition that we had hoped to finish in 2006. We will once
again count on the strength of the broad cross section of our
business ~ about two thirds of our sales that are in areas in
which we have consistently done well in the decade - that is
our North American industrial business and consumer business,
MSA Europe and MSA International. We have taken more steps
to reduce our cost of operations. Our initiatives over recent years
have enabled us to produce more products with less floor space.
Project Magellan, which was recently announced, will enable us to
concentrate our manufacturing work in fewer sites and reduce our
expenses, while we make the maximum effort to help the indi-
vidual associates involved. In particular, the company expects to
begin the consolidation of our two facilities in Mexico at a new
plant in Querétaro. We are also beginning work on a new facility
in China, primarily to serve that strongly growing market, and our
expanding business in the rest of our International operations.
Most of the benefits of these manufacturing projects will be
realized in 2008 and beyond.

As you can expect, during this time of transition we will
continue to be very careful with our expenses worldwide, while
continuing to appropriately fund the important programs in new
product development. Our objective in 2007 is to get back on the
positive track, to increase sales and make a strong rebound in
earnings to get us to earnings levels above that of the previous
record of 2005. Once we achieve this, we would look forward to
returning to a stable growth record going forward.

The major imponderable in the business in 2007 is the timing
of the U.S. fire service business. There are six major factors here
which, for the most part, reflect the timing of business and not
their ultimate achievement. About half of the U.S. Federal
Government AFG funding expected in calendar year 2006 has
slipped until the first half of 2007. Should the AFG program
return to its previous time parameters, we could have in the
calendar year 2007 about a year and a half worth of normal
funding, completing last years' and fully doing the current one.
This, however, is dependent on whether or not there will be a
third year of delays in AFG funding. Additional factors are the
proportion of AFG grants going to personal protective equipment,
the amount U.S. municipalities will spend from their own
budgets, MSA's market share (of which | am confident), the
impact of the new National Fire Protection Association {NFPA)
standard for breathing apparatus, which must be met by all U.S.
manufacturers by August 31, 2007, and the guestion of whether
our customers would prefer to buy breathing apparatus in the U.S.
according to current NFPA standards, for which we could sell
product for the first eight months, or, whether they would like to
buy equipment according to the new standard for shipment in the
last third of the year. To solve this latter dilemma, MSA is offering
its customers the best of all worlds - the MSA Promise Program.
In this way, customers can buy new needed equipment now

Newly elected President and Chief Operating Officer William M. Lambert,
left, with John T. Ryan (i1

according to the current standard, and then we will upgrade them
to the new standard once upgrade kits are approved and available.

Thus, | have strong confidence that the funding and the desire
of U.S. fire service customers for breathing apparatus product
in an 18-month period from January 2007 until June of 2008
{when currently appropriated AFG funding for 2007 needs to be
released) will be good. What we do not know is when, during this
18 month period, most of the business will be placed. Going
forward, there is a historical pattern that revenue from the fire
service goes up in the year or two following a new NFPA standard.

Our goals in 2007 are to keep up our growth in the two-thirds
of our business that has done well in recent years, including
2006, to handle the short term volatility in the U.S. fire service,
to reach our sales objective in military protective products and to
carefully watch our costs so as to generate sales and earnings
that would be new records for the company.

| am pleased to announce the recent election of Mr, William M.
Lambert as President and Chief Operating Officer of the company.
Bill has excelled in his 25 years with the company in product
design (inventing the Quick-Fill System — a key patented product
for MSA), product management, division management and for the
last four years as President of MSA North America. | ook forward
to working with Bill in his new role.

It is often said in sports that the way to handle a disappointing
end to a winning streak is to go right out there in the next game
and start a new winning streak all over again, and that is what we
are about in the year 2007. We have confidence in our business
and are investing in plants, new products and people to build it
over the years to come.

%fﬂ Y

John T. Ryan Il
Chairman of the Board and Chief Executive Officer
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The Year: In Review

FIFA World Cup

Security personnel charged with safeguarding the
2006 FIFA World Cup relied on MSA technology
te monitor a variety of safety-related conditions
and data.

Expansion in China :

In 2006, MSA expanded breathing apparatus
production in China to meet the growing needs of
the Chinese fire service.
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n 2006, MSA's growing global portfolio of

businesses and safety products helped the
company achieve solid results despite chal-
fenging market conditions in North America
as MSA Europe and M54 International
achieved record sales.

MSA achieved robust growth in many key
global markets, completed strategic acquisi-
tions in North America and South Africa to
position the company for further growth,
and launched innovative products that are
meeting the ever-changing needs of
customers around the world.

At the same time, MSA implemented a
strategic reorganization initiative in North
America to enhance its operational excel-
lence and its future performance as the
world's foremost provider of sophisticated
safety products and systems.

The foliowing is a snapshot of some of
our most notable achievements in 2006.

European and International Markets
Drive Revenue Growth

MSA Europe and MSA International
reported record sales in 2006, with
double-digit growth in many countries.
Sales in Europe rose 21% to $219.2
million from $180.5 million a year
earlier. Delivering its best year in
company history, MSA Europe achieved
these record sales through higher ship-
ments of breathing apparatus in Western
European markets, strong sales growth in
Eastern and Central Europe, and several
successful new product launches. MSA
Europe also got a boost from the FIFA
World Cup Soccer matches and the
2006 Winter Olympic Games, both of
which used MSA products such as the
TecBOS.solutions Software Package and
the Uitima®XE Monitoring System,
respectively, to enhance safety and secu-
rity at these high-profile sporting events.

Sales at MSA International rose 19%

to a record $191.1 million from $160.9
million, reflecting the positive impact of
the Select PPE acquisition in South
Africa, sharply higher sales in China and
Chile, and .in two promising new markets:
Indonesia and Malaysia. Five affiliates of
MSA International recorded growth of
more than 20%. During the year, MSA
international also opened its first office in
Egypt to pursue growth opportunities there.

In North America, sales dipped 11% to
$503.4 million from $566.5 million a
year earlier due to challenging military
market conditions and delays in Federal
fire service funding. However, MSA
instrument sales continued a multi-year
growth trend with sales increasing more
than 20% for the year. In particular, MSA
North America benefited from higher sales
of gas-detection instruments such as the
Altair® and Solaris® Series of handheld
instruments and strong demand for
MSA's SAFESITE® System, an advanced
detection-and-warning system that

was deployed at several high-profile
events, including the Super Bowl, Major
League Baseball's Ali-Star game and

the NCAA Men’s Final Four Basketball
Championship.

tnnovation Drives Major Contract Wins
In North America, the U.S. Air Force
awarded MSA a $36 million contract in.
February 2006 to develop and supply a
new versatile respiratory protection system
for air base firefighters. It was the first mili-
tary contract for a product based on MSA
innovations in self-contained breathing
apparatus for the fire service. The new
system will protect Air Force personnel
from a wide range of chemical, biological,
radiological and nuclear contaminants.




2006 Winter 8lympics
Underneath the bobsled venue of the 2006 Winter Olympics in Torino, italy, MSA’s Ultima® XE
Monitoring System was on guard keeping an eye out for potentially hazardous refrigerant leaks.

In Europe, MSA won a $9.3 million
contract from the German military to
supply a new gas mask system for air,
ground and naval personnel. Under the
contract, MSA will produce 50,000 masks
and furnish filters, protective lenses and
spare parts. The gas mask protects users
from nuclear, biological and chemical
threats and meets new performance speci-
fications developed in cooperation with the
German military.

In South Africa, MSA landed a $2.1 million
order from Anglo Platinum Amandeibult

to supply mine safety products. Other major
contracts included a $2.3 _million order
from the Australian Navy for the LifeGard It
Escape Breathing Apparatus and a $1.1
million order in Brazil for fire service
equipment.

Acquisitions Offer Growth Opportunities
MSA acquired Paraclete Armor and
Equipment of St. Pauls, N.C. in September,
expanding the company's line of advanced
ballistic body armor products while
enhancing its ability to pursue new sales
opportunities in both the global law enforce-
ment and military markets, Paraclete is a
leading maker of advanced ballistic body
armaor for customers including the Special
Forces units of the U.S. military.

Altair® Series 8as Monitors

The Altair Series of single gas monitors features
sensor options for carbon monoxide, hydrogen sulfide
and oxygen that operate for more than two years.
This long life cycle, combined with MSA depend-
ability, made the Altair monitor a key efement of
MSA's strong instrument sales performance in 2006.

Building Ballistics )
MSA’s acquisition of Paraciete Armor and Equr’pm'f nt
significantly enhances MSA’s presence and branlr.ln'
in the global military and law enforcement markets.

Connecting With Customers

Around the world, MSA invested in training
programs fo enhance business performance and,
in many cases, put MSA managers in the shoes :Of
the customer. Below, members of MSA Eu.rop(-;"sI
leadership team participate in required fire protec-
tion and safety training in Dortmund, Germany. ”
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The Yeer In Review

SavOxCap Seif Rescner .
Introduced in the fourth quarter of 2006, MSA

Europe's SavOxCap 60 SCSR is the only hood-style
Oxygen Self Rescuer to provide a full 60 minutes

of service time.

High Definition Imaging
With the introduction of the Evolution® 5200HD
Thermal Imaging Camera, MSA reaffirmed its

" position as the leading innovator in TIC technology.
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In South Africa, to create a platform for
further growth, MSA formed a joint venture
in January 2006 with Mineworkers
Investment Company. The joint venture
then acquired Select Personal Protective
Equipment (Select PPE}, a growing oper-
ator of safety supply stores serving the
South African mining industry.

New Product Pipeline

MSA continued to introduce new and
innovative products to protect the health
and safety of customers around the world.
In North America, MSA launched the new
Altair Series of single gas detectors and

the SAFESITE Sentry Detector, a perma-

nent instrument that provides enhanced
capabilities with radiation protection,
wireless communication and broader
capabilities for toxic gas detection.
Other product launches included:

e The Defender® Integrated Visor — the first
integrated, optically corrected visor for
traditional-style fire helmets worn in the
United States;

+ The SmoothDome™ Industrial Helmet —
a low-cost polyethylene helmet for
private labeling with large MSA
distributor channel partners;

e The Category Leading Evolution® 5200HD
{High Definition) - a superior thermal
imaging camera with enhanced picture
quality display; and

* The Workman™ Line of Fall Protection
Products — which provides construction
personnel with broad new choices in fall
arrest and prevention devices.

After launching more than 20 products in
2005, MSA Europe continued to innovate
in 2006, introducing several new products
while shifting its focus to manufacturing
excellence to meet the growing demand
for MSA products. Key product launches,
which solidified MSA Europe's reputation
as the leader in safety techneclogy,
included a new version of its best-selling

F1 SF fire service helmet and

the SavOxCap 60 SCSR - a new hooded
self-rescuer that provides a 60-minute
oxygen supply for underground emergencies.

Committed to Operational Excellence

At the beginning of 2006, MSA North
America implemented “Project Qutlock,”
a strategic initiative to create a more
streamlined and customer-focused busi-
ness in North America, The reorganization
plan aligned the company’s resources with
strategic priorities in North America while
consolidating the business and support
functions of the former Safety Products
and Instrument Divisions and their
management to form one integrated team
— MSA North America - with the added
benefit of achieving at teast $4 million in
annual cost savings.

In the third year of its transformation
plan, MSA International continued taking
steps to enhance its operations and
processes. A major focus in 2006 was the
implementation of lean manufacturing
through Demand Flow® Technology at its
manufacturing sites to shorten cycle
times, improve productivity and efficiency,
enhance inventory turns and deliver
greater consistency in its manufacturing
processes, MSA International also
launched an information technology initia-
tive that will significantty enhance infor-
mation sharing while fostering a truly
integrated business approach across all of
its affiliates. To drive the transformation,
MSA International accelerated its focus
on integration and teamwork by bringing
together more than 380 associates

from operations, finance, IT, sales and
marketing at six conferences that were
dedicated to empowering their participa-
tion in the transformation.

In Europe, MSA established Centers of
Excellence encompassing engineering,
manufacturing and product management

T



at its facilities in Germany, France and
Sweden. At the same time, lean manufac-
turing efforts improved production rates,
resulting in lower costs and higher output.

Overall, MSA took action in 2006 to
strengthen the company in North America
as it achieved record sales at MSA Europe
and MSA International that reflected the

success of its global growth strategy and
strategic initiatives that have — and will
continue - to transform the company.
Across its balanced portfolio of global
businesses, MSA is enhancing its produc-
tivity, performance, processes and prod-
ucts with a focus on what matters most —
delivering value and protecting the health
and safety of MSA customers worldwide.

Partners in Satoty and Heatth
m;;uanammonl = Labor

A Investor Relations
in 2006, MSA hosted its first Investors’ Day at
its Cranberry Woods campus near Pittsburgh.
The one-day event provided more than 20 key
investors and analysts with an informative, first-
hand look at the company's mission, operations,
management depth and growth strategy.

AENANE .
SN N

A Building Technology Leadership
1o build relationships that
will accelerate MSA product
innovation and technology
V' development, the company
held a special event in cooperation

with NASA and

Penn State University. PEN N STATE
Called "MSA Technology =T
infusion,” the conference helped

MSA identify nine companies as
potential technology partners.

A Exceflence in Safety
Being a leader in safefy means practicing what
you preach. In 2006, MSA's manufacturing
facility in Murrysville, Pennsylvania was recog-
nized as being one of the safest in the United
States by the Qccupational Safety and Health
Administration. From left to right are Murrysviile
Plant Manager Steve Protzik, Acting Deputy
Administrator for QSHA Marie Cassady, Fresident
and Chief Operating Officer Bill Lambert,
Murrysville associates Jeremy Sowers and Bob
Martin, and Director of Pittsburgh Operations
Joe Murray.
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Forward-Looking Statements ' -

This report may contain forward-looking statements within the meaning of Section 27A of the Securities

Act of 1933, as amended, and Section 21E of the Securities Exchange'Act of 1934, as amended. These
statements relate to future events or our future financial performance and involve known and unknown risks,
uncertainties and other factors fhat may cause our or our industry’s actual results, levels of activity, performance
or achievements to be materially different from any future results, levels of activity, performance or '
achievements éxpressed or implied by these forward-looking statements. These risks and other factors include,
but are not limited to, those listed in this report under “Risk Factors,” “Management’s Discussion and Analysis
of Financial Condition and Results of Operations,” and elsewhere in this report. In some cases, you can identify
forward-looking statements by words such as “may,” “will,” “should,” “‘expects,” “intends,” “plans,”

“anticipates,” “believes,” “estimates,” “predicts,” “potential,” “continue’ or the negative of these terms or other
comparable words. These statements are only predictions and are not guarantees of future performance.
Therefore, actual events or results may differ materially from those expressed or forecast in these forward-
looking statements.

Although we believe that the expectations reflected in the forward-looking statements are reasonable, we
cannot guarantee future results, levels of activity, performance or achicvements, We are under no duty to update
publicly any of the forward-looking statements after the date of this report whether as a result of new
information, future events or otherwise.




. PARTI .. . . . :
Item 1. Business ‘ ' ‘ o '

Overview—Mine Safety Appliances Compnny was incorporared m Pennsylvania in 1914. We are a global
leader in the development, manufacture and supply of sophisticated products that protect people’s health and
safety. Sophisticated safety products typically integrate any combination of ¢lectronics, mechanical systems, and
advanced materials to protect usets against hazardous or life threatening situations. Qur comprehensive line of
safety products is used by workers around the world in the fire service, homeland security, construction, and
other industries, as well as the military. This broad product offering includes self-contained breathing apparatus,
or SCBAs, gas masks, gas detection instruments, head protection, respirators, thermal imaging cameras, fall
protection, and ballistic body armor. We also provide a broad offering of consumer and contractor safety
products through retail channels. | . . o
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We dedicate significant resources to research and dcvclopmeni, which allows us to produce innovative,
sophisticated safety products that are often first to market and exceed industry standards. Qur global product
development teams include cross-geographic and cross-functional members from various areas throughout the
company, including research and development, marketing, sales, operations, and guality management. Qur _
engineers and technical associates work closely with the safety industry’s leading standards-setting groups and
trade associations, such as the National Institute for Occupational Safety and Health, or NIOSH, and the National
Fire Protection Association, or NFPA, to develop industry product requirements and standards and anticipate
their impact on our product lings. .

Segments—We tailor our product offenngs and distribution stralcgy to satisfy distinct customer preferences
that vary dcross geographic regions. 'We believe that we best serve these customer preferences by organizing our
business irito the following three geographic segments: North Aierica, Europe, and Interndtional, Segment
information is presented in the note entitled * ‘Segment Information” in ltem 8—Financial Statements and
Supplementary Data. )

» . ) a o

Because our_ﬁnancial statements are stated in U.S. dollars, currency fluctuations may affect our results of
operations and financial position and may affect the comparability of our results between financial periods.

Principal Products—We manufacture and sell a comprehensive line of sophisticated safety products to
protect workers around the world in the fire service, homeland security, construction, and other industries, as
well as the military. We also provide a broad offering of consumer contractor safety products through retail
channels. Our products protect people agamst a wide variety of hazardous or llfc-threatemng situations. The
followmg is a brief descnptlon of each of our pnncnpal product categories: .

Resp:rarory prorecnon Resplratory protecuon products are used to protect against the harmful effects of
contamination caused by dust, gases, fumcs volatile chemicals, sprays niicro-organisms, fibers, and other
contaminants. We offer a broad and comprehenswe line of resplratory protection products mcludmg

: Self Contamed Breathing Apparatus, or SCBAs. SCBAs are used by first responders, petrochemical
- plant workers, and anyone entering an environment deemed immediately dangerous to life and health.
SCBAs are also used by first responders to protect against exposure 1o chemical, biological,
- radiological, and nuclear, or CBRN, agents.

»  Filtering respirators. Filtering rcsplrators cover a broad class of resplrators for many liazardous
applications, including: v oo A

il

Ce full face gas masks for the military and first responders cxposed to known and unknown
concentranons of dangerous gases, chemicals, vapors, and pamculates .
*» ‘half-mask respirators for industrial workers, painters, and construction workers exposed to known
concentrations of gases, vapors, and particulates; :
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» powered-air purifying respirators for industrial, hazmat, and remediation workers who have longer
term exposures to hazards in their work environment; and

*  dust and pollen masks for maintenance workers, contractors, and at- home consumers exposed to
nuxsance dusts, allergens and’ other partlculates ke . » 1
o

. Gas masks. We have supplied gas masks to the U.s. mllltary for s several decades The latest versions of
- these masks are currently in use by the U.S. military in Iraq, Afghamstan and other parts of the world.
‘Our commercial version of this gas mask, the Millennium, was developed based on the MCU-2/P, the

+° . .-Bas mask currently used by the U.S. Air Force, and U.S. Navy..

. Escape hoéds. Our Response Escape Hood i 13 used by law enforcement personnel, government workers,
chemical and'pharmaceutical workers, and : anyone needing to escape from unknown’concentrations of a
chemical, biological or radiological release of toxic gases and vapors. The hood gives users head and
upper neck coverage and resplratory protecuon to help them escape from threatenmg situations qulckly
andeasﬂy TS . ‘ ’ .

AL . o T : .

Hand-keld and pei*manenr instruments. Our hand-held and permanent instruments include gas detection
instruments and thermal imaging cameras. Our gas 'detection instrunients are used to detect the presence or
absence of various-gases'in the air. These instruments can'be either hand-held or permanently installed. Typical ™
applicaticns of these 1nstruments include the detection of the lack of oxygen in confined spaces or the presence of
combustiblé or toxic gases Our hand-held'thermial imaging ¢ameras are used by ﬁreﬁghters to see downed
victims through dense smoke, or to detect the source of the fire.

«. Single- and multi-gas hand-held detectors. Our single- and multi-gas detectors provide portable
solutions for detectmg the presence of oxygen, hydrogen, sulﬁde carbon monoxide, and combustlble

- gases, either singularly or alt four gases at once. Our hand- held portable instruments are used by
chemical workers, oil and gas workers, unhty workers entenng c¢onfined spaces, or anywhere a user
needs protection to continuously monitor the quality of the atmosphere they are working in and around.,

«  Thermal imaging cameras. Our infrared thermal imaging cameras, or TICs, are used in the global fire
service market: TICs detect sources of heat in order to locate firefighters and other people trapped inside
“burning or smoke-filled structures. TICS can also'be used to identify “hot spots.” Recently, we
introduced the Evolution® 5200 and Evolution® 5200 HD? Thermal Imaging Cameras, which combine
the functionality and durability required by the fire service with features and performance capabtlmes
not found in other small format TICs. = » - .

'
¥, v

. .'Muln-pom: permanently msmlled gas detecrzon sys:ems Our comprehenswe line of gas monitoring
" systems is used 10 contmuously momtor for combusuble and toXic gases and oxygen deficiency in
virtually any gas detection apphcauon wheére Conitinuous monitoring i$ requiréd. Our systems are used
for gas, detecnon in pulp and paper, refrigerant monitoring, petrochemu:al and general industrial
'apphcatlons 'One of our newest lines, the SafeStte Hazardous Gas Detection System, designed and
developed for homeland secunty apphcatnons combmes the technologles and features from our line of
permanent and portable gas detéction offenngs The SafeSife System detects and communicates the
. presence of toxic industrial chemicals and chemical warfare agents. With.up to 16 monitoring stations,
wirelessly.connected to a base station, the SafeSite System allows law enforcement officials to rapidly
deploy and set up perimeter gas sensing sentinels that continuously monitor the air for toxic gases at
large public events, in subways or at federal facilities, and continuously report their status to incident
command _ : .

L v Lt P .

e F lame detectors and open-path infrared gas detectors. Our line of flame and combusuhle gas detectors
is used for plant-wide momtonng of toxic gas concentrations and for detecting the presence of flames.
These systems utilize mfrared Optics to detect potentlally hazardous conditions across distances as far as
120 meters, making them suitable for use in such places as offshore oil rigs, storage vessels, refineries,

- pipelines, and ventilation ducts. First-used.in the oil and-gas industry, our systems currently have broad
applications in petrochemical facilities, the transportation industry; and in pharmaceutical production.
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Eye, face,.hearing; and head protection. Eye; face, hearing, and head protection is used in work 4+~ + * .
environments where hazards present a danger 1o the eye, face, hearing, and head,-such as dust, flying particles,,
metal fragments, chemicals, extreme glare; optical radiation; and items dropped from above. Our basic categories
of these products are: . © ., an i b 0 e o . P
+  Industrial hard iats.' Our broad fife of hard hats ificlude full-brim hats and iriditional hard Hats,

i available in custom colors and wrth custom logos., 'I'hese hard hats are used by plant steel and
construcnon workers mmers a.nd welders ’

e . T B i.

» ' Fire helmers Our.ﬁre service products include leather, traditional, modern and spec1alty helmets v

", designed 1o satisfy the preferences of firefighters:across geographic regions. Our. CaimsHELMET is the .
" number one helmet in the North. American fire service market based on.2006 sales. Similarly, our Gallet

firefighting.helmet has a number one market position in Europe.based on 2006 sales.: "» S

. Mrluary helmets. The Advanced Combat Helmet is used by the military for ballistic head protecnon It
. was ongmally desrgned for the Specral Forces of the U. S: mrlltary and has now been desrgnated as the
“basis of issue” by the U.S. Army

e

*  Eye, Jface, and hearing protection. We manufacture and sell a £ broad line of hearing protection products
R non-prescnpuon protectwe eyewear, and face shields, used in a variety of indusiries. ¢ .
I L T N Y S L T Lo o, . “ e VY
1"‘ o : .:""" ‘I o YR O I . :‘ Jl" [ ‘.' .:.‘I ’ . .

Body protecnon N

La o . (R L R T . Co ]

* «* Fall'protection: Our broad line of fall protecnon equipment includes'the fol]owrng conﬁned space

’ eqmpment hamesses/fall arrest equrpment lanyards; and l1fel|nes STE T e S
a0 [ L WA ot !
. Balhsnc body armor Our MSA Paraclete Releasable Assault Vest and Releasable Modular Vest are
" used primarily by the UJ.S. military, including Special Forces Units. Our ForceField™ Body Armor line

. e, o features.two concealable ballistic vests and one over-the-uniform tacncal vest designed for SWAT
apphcanons S TR L T I ant et e v
et - T . [ A

Customers—Our customers generally fall into three categones mdustnal and mlluary end-users "

[

distributors, and retail consumers. In North America, we make nearly all of our non-military sales through our
distributors. In our Europe and International segments, we make our sales through both indirect and direct sales
channels Our, u. S- mrhtary customers,.which are comprised of multiple | us. government entities, including the,
Department of Defense -accounted for approximately 8% of our 2006 sales. The year-end backlog of orders . .. ',
under contracts with U.S. government agencies was $33.1 million in 2006, $57.9 million in 2005, and $80 8 |
million in 2004. . . I TN

bow v et LI * "_" P L
+a " 13 -~ k
PR i PRI TR T LT

Industrial and military. end-users—Examples of the primary mduslnal and mlhtary end-users of our core - .

'
' ,",, r . . [

products are listed below: " - o SRR S L e Lo
Products , Gt s e PrimaryEnd Users o .
Respiratory Protection ; - .~ . ,;fv. . . First Responders General Industry Workers Mllltary Personnel
Gas Detection * - - I - ' Qil, Gas, Petrochemical and Chemical Workers; First Responders
ce LR Hazmat, and Conﬁned Spdce Workers e '
Head Eye and'Faee"and e ' Constructlon Workers and Coniractors; First Responders General
Heanng Protecuon o ) ... Industry Workers; Military Personnel =~ i
Thermal Imagmg Cameras First Responders ., T Y IR

.. Sales and Distribution—Our sales and distribution team consists of distinct marketing, field.sales and .
customer service organizations for our three geographic segments: North America, Europe, and International. We
believe our sales;and distribution team, totaling over 400 dedicated associates, is the largest in our industry.-In+
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most geographic areas, our field sales organizations work jointly with select distributors to call on end-users,
educating them about hazards, exposure limits, safety requirements, and product applications, as well as specific
performance requirements of our products. In our International segment and Eastern Europe where distributors
are not well established, our sales associates work with and sell directly to end-users, Our development of-
relationships with end-users is critical to increasing the overall demand for our products.

The in-depth customer training and education pr0v1ded by our sales associdtes to our customers are critical
to ensure proper use of many of our products, such as SCBAs and gas detection instruments. As a result of our
sales associates working closely with end-users, they gain valuable insight into customers’ preferences and
needs. To better serve our customers and.to ensure that our sales associates are among the most knowledgeable
and professional in the industry, we place significant emphasis on training our sales associates with respect to
product application, industry standards and regulations, sales skills and sales force automation.

. . - . ' N o - " . - YL 4 *
We believe our sales and distribution strategy allows us to deliver a customer value proposition that
differentiates our products and services from those of our competitors, resulting in increased customer loyalty
and demand.

In areas where we use indirect selling, we promote, distribute, and service our,products to general industry
through select authorized national, regional, and local distributors. Some of our key distributors include Airgas,
W.W. Grainger Inc., Fisher Safety, and Hagemeyer. In North America, we distribute fire service products
primarily through specially trained local and regional distributors who provide advanced training and service
capabilities to volunteer and paid municipal fire departments. In our Europe and International segments, we
primarily sell to and service the fire service market directly. Because of our broad and diverse product linc and
our desire to reach as many markets and market segments as possnble we have over 4,000 au[honzed dlsmbutor
locations worldwide. ' ‘

We market consumer products under the MSA Safety Works brand through a dedicated sales and marketing
force. We serve the retail consumer through various channels, including distributors, such as Orgill Bros.,
hardware and equ1pment rental outlcts such as Umted Rentals, ancl retail chains, such as The Home Depot and
TrueValue. ‘ : : ' ' "

Competition—We believe the worldwide personal protection equipment market, including the sophisticated
safety products market in which we compete, generates annual sales in excess of $13 billion. The industry .
supplying this market is broad and highly fragmented with few participants able to offer a comprehensive line of )
safety products. Generally, global demand for safety products has been stable or growing because purchases of
these products are non-discretionary since they protect workers in hazardous and life-threatening work
environments and because their use is often mandated by government and industry regulations. Moreover, safety
products industry revenues reflect the need to consistently replace many safety products that have limited life
spans due to normal course wear-and-tear or because they are one-time use products by design.

The safety products market is highly competitive, with participants ranging in size from small companies
focusing on a single type of personal protection equipment to a few large multinational corporations which
manufacture and supply many types of sophisticated safety products. Our main competitors vary by region and
product. We believe that participants in this industry compete primarily on the basis of product characteristics
(such as functional performance, agency approvals, design and style), price, brand name recognition and service.

We believe we compete favorably within each of our opéréfing segments as a result of our high quality and
cost-efficient product offering and strong brand trust and recognition. .

Research and Development—To maintain our position at the forefront of protective equipment technology,
we operate three sophisticated research and development facilities. We believe our dedication and commitment
to innovation and research and development allow us to produce innovative sophisticated safety products that are
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often first to market and exceed industry standards. In 2006, 2005; and:2004, on a global basis, we spent
approximately $26.0 million, $21.9 million, and $22.6 million, respectively, on research and development. Qur’
engineering groups operate primarily in the United States and Germany, and to a lesser extent in France and
Sweden. Our global product development teams include cross-geographic and cross-functional members from
various areas throughout the company, including research and development, marketing, sales, operations, and
quality management. These teams are responsible for setting product line strategy based on their understanding
of the markets and the technologies, opportunities and challenges they foresee in each product area. These teams
present their strategies, new product development portfolios, and resource allocation recommendations to our
Global Product Leadership Council, made up of executives from our global operations. The council refines the -
recommendations and presents them to our senior executive team, which consists of the chief executive officer,
chief financial officer, and presidents of our North American, European; and International segments. The senior
executive team then establishes resource allocation, corporate alignment, and strategic direction.

We believe our team-based, cross-geographic and cross-functional approach to new product development is
a source of competitive advantage. Qur approach to the new product development process allows us to tailor our
product offerings and product line strategies to satisfy distinct customer preferences and mdustry regulations that
vary across our three geographic segments. -~ . : '

We believe another important aspect of our approach to new product development is that our engineers and
technical associates work closely with the safety industry’s leading standards-setting groups and trade
associations, such as the National Institute for Occupational Safety and Health, or NIOSH, and the National Fire
Protection Association, or NEPA, to develop industry product requirements and standards and anticipate their
impact on our product lines. For example, nearly every consensus standard-setting body around the world that .
impacts our product lines has one of our key managers as a voting member. Key members of our management
team understand the impact that these standard-setting organizations have on our new product development
pipeline and devote time and attention to anticipating a new standard’s impact on our net sales and operating.
results. Because of our technological sophistication, commitment to and membership on global standard-setting
bodies, resource dedication to research and development and unique approach to the new product development
process, we believe we are well- posmoned to ant1c1pate and adapt to the needs of changing product standards and
gain the approvals and certifications necessary to meet new government and multinational product regulations.

Patents and Intellectual Property—We own and have obtained licenses to significant intellectual property,
including a numnber of domestic and foreign patents, patent applications and trademarks related to our products,

. processes and business. Although our intellectual property plays an important role in maintaining our competitive
position in a number of markets that we serve, no single patent, or patent application, trademark or license is, in our
opinion, of such value to us that our business would be materially affected by the expiration or termination thereof,
other than the "MSA” trademark. Our patents expire at various times in the future not exceeding 20 years. Our
general policy is to apply for patents on an ongoing basis in the United States and other countries,.as appropriate, to
perfect our patent development. In addition to our patents,,we have also developed or acquired a substantial body of
manufacturing know-how that we believe provides a significant competitive advantage over our competitors.

Raw Materials and Suppliers—Nearly all éomponems of our products are formulated, machined, tooled, or
molded in-house from raw materials. For example, we rely on integrated manufacturing capabilities for breathing
apparatus, gas masks, ballistic helmets, hard hats, and circuit boards. The primary raw materials that we source
from third parties include rubber, chemical filtér media, eye and face protective lenses, air Cylinders, certain
metals, electronic components, and ballistic Tesistant and non-ballistic fabrics. We pufchase these materials both
domestically and internationally, and we believe our supply sources are both well established and reliable. We
" have close vendor relationship programs with the majority of our key raw material suppliers. Although we
generally do not have long-term supply contracts, we have not expertenced any significant problems in obtaining:
adequate raw materials. -
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Employees— As of December 31, 2006,.we had approximately 4,900 employees, approximately 2,600 of .
whom were employed by our Europe and International segments. None of our U:S. employces are subject to the-
provisions of a collective bargaining agreement. Some of our employees outside thé-United States are members
of unions. We have not experienced a work stoppage in over 10 years and believe our relations with our
employees are good. v g ‘ o r

H . P i ' 1 »

Avatlable Information—We post the following ﬁlmgs on the Investor Relauons page on cur Web 51te at’
www.msanet.com as soon as reasonably practicable after they have been electronically filed with or furnished to
the Securities and Exchange Commission: our annual reports on Form 10-K, our quarterly reports on Form 10-Q,
our current reports on Form 8-K, and any. amendments to those reports filed or furnished pursuant to. "

Section 13(a) or 15(d) of the Securities Exchange Act of 1934. All such filings on our Investor-Relations Web

page are available to be viewed on this page free of charge. Information contained on our-Web site is not part of .

this annual report on Form 10-K or our other ﬁlmgs with the Securities and Exchange Comrmsswn

IV . : [ ", o " ot ‘e

Item 1A. RlskFactors T T e T e e Lo e e
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A reduction in the spending patterns of govemment agencies could matenal]y and adversely affect our net

sales, earnings and cash flow.

* The demand for our products sold to the fire service market, the homeland security market, and to U.S.’
government agencies, including the Department of Defense, is, in large part, driven by available government
funding. For example, the level of government fundmg in these areas increased 51gn1ﬁeant]y after the attacks of -
September 11, 2001, fueling the demand for many of our products such as SCBAs, gas masks, and Advanced °
Combat Helmets, and declined in 2005 and 2006, as government funding priorities changed. Approx1mately 8%
of our net sales for the year ended December 31, 2006 were made dlrectly o U. S military customers. :
Government budgets are set annually and we cannot assure you that govemmenl funding will be sustamed at the
same level in the future. A significant reduction in available govemment fundmg in the future could matenally

and adversely affect our net sales, earmngs and cash flow.: ' o
" . f ;! g Lt . -
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The markets in which we compete are hlghly eompetltlve, and some of our competltors have greater - )
financial and other resources than we de. The competitive pressures faced by us could materially and’
adversely affect our business, results of operations and financial condition.

oo L

The safety products market is highly compétitive, with participants ranging in size from small companies” +
focusing on single types of safety products, to large multinational corporations that manufacture- and supply-
many types of safety products. Our-main competitors vary by region and product. We believe that ' participants in
this industry compete primarily on the basis of product characteristics (such as functional performance, agency
approvals, design and style), price, brand name trust and recognition, and customer service. Somé’of our -
competitors have greater financial and other resources than we do and our cash flows from operations could be
adversely affected by competitors’ new product innovations, technological advances made to competing products
and pricing changes made by us in response to competition from existing or new competitors.-We may not be
able to compete successfully against current and future competitors and the competitive pressures faced by us
could matena]ly and adversely affect our business, results of operations and financial condition.> - * AT

-

If we fail to introduce successful new products or - extend our exnstlng product lines, we may lose our '_

market position and our financlal performance may be materially and adversely affected. T

In the safety products market there are frequent introductions of new products and product lme extensions.
If we are unable to identify emerging consumer and technological trends, maintain and improve the -«
competitiveness of our products and introduce new products, we may lose our market position, which could have
a materially adverse effect on our business, financial condition and resulis of operations. Although we continue .
to invest significant resources in research and development and market research, continued product development -
and marketing efforts are subject to the risks inherent in the development of new products and product line
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extensions, including development delays, the failure of new.products and product line exténsions to achieve
anticipated levels ofimarket‘ acceptance, and the cost of failed product introductions.

Product liability claims could have a materially adverse effect on our busmess, operating results and -
financial condition. AR R R

We face an inherent business risk of exposure to product liability claims arising from the alleged failure of
our products to'prevent the types of personal i thjury or death agairist which’ ‘they are designed to protect Although
we have not experienced any material uninsired losses due to product liability claims,'it is‘possible that we could
expenence material losses in the future. In the-event any of our products proyve to be defective, we could be .
required to recall or redesrgn such pmducts In addmon we may. voluntanly reeall or redesxgn certain preducls
that could potenUally be harmful to end users. A successful claim brought agamst us in excess of available. . .
insurance coverage, or any clalm or product recall that resu]ts in srgmﬁcant €Xpense.or. adverse pub11c1ty against
us, could have a matenally adverse effect on our busmess operating results and ﬁnanclal CODdlllOl'l 1
o

1
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Our ability to market and sell our products is subject to existing regulations and standards. Changesin
such regulations and standards or our failure to comply with them could materially and adversely affect
our reslllts Of-operatiqus. Y LS T N A Cate TORRE VS 57 2T SRNLRIEN 1 T : . ad

Most of our products are requiréd'to meet performance anid test standards’ designed £ protect the health and
safety of people around the. world. Our inability to comply with these standards may materially.and adversely
affect our results of operations. Changes in regulations:could.reduce the, demand for our products or require us to
reengineer our products, thereby creating opportunities for our competitors. Regulatory approvals for our. .
products may, be delayed or denied for a variety of reasons.that are outside of our control. Addmonally, marketr »
anticipation of significant new standards, such as the National Fire Protectlon Association (NFPA) standard for
breathmg apparatus which was recently. promulgated and is due to become effective August 31, 2007, can cause,,
customers to,accelerate or delay buying decisions. . . . L e Lre o o Dt o e

R LI

We have significant international operations, and we are subject to the risks of doing business in forelgn
countries. 3 ' - . oo L, o T R . N TR PR LR S

¢

We have business operations in over 30 foreign countries. In 2006, approximately 47% of our nét sales were
made by operations located outside the United States. Our international operations are subject to various '
political; economic, and other risks and uncentainties, which could-adversely affect our business. These risks -.
include the following: B A Ce e

. . . L [ . feen
- - Lo 1 P 1 i

' Coa S e ¥ L4
tes unexpected changes in regu]atory requuements o T e e ! -
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., currency exchange rate ﬂuctuauons , A B B T B 2
. H ¥ T N o, B '
. "changes in trade pohcy or tanff regulauons C e e il oo
. o+ L PR e T Ty . Cx ot oar o LI
. changes in tax laws and regulaﬂons, . Y DR Y NTIra el e oo

* intellectual property protecnon difficulties;

Cara N S I LN S AR
. dlfﬁculty in collectmg accounts recelvable ! v
A T S T e R I H R L

* compheatlons in complymg w1th a vanety of forexgn laws and regulanons some of which confhet wnh

©US. laws o .
[ roc - B Coee T I [ P R B R R
s _trade protectlon measures and price controls; e ety AT Lt
* trade sanctions and embargos; ... - . L e el ety e i
* nationalization and expropriation;. - - ... . . .. L Ta vrpe e e

* increased international instability or potential instability of foreign governments; -« . - 1
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+ the need to take extra security precautions for our international operations; and - '

+ costs and difficulties in nﬁﬁagi'ﬁg cultﬁrally and geographically diverse international operations.

Any one or more of these risks could have a negative impact on the success of our international operations, and
thereby materially and adversely affect our business as a whole.

Our future results are subject to availability of, and fluctuations in the costs of, purchased components
and materials due to market demand, currency exchange risks, material shortages, and other factors.

We depend on various components and materials to manufacture our products. Although we have not
experienced any difficulty in obtaining components and materials, it is possible that any of our supplier
relationships could be terminated. Any sustained interruption in our receipt of adequate supplies could have a
materially adverse effect on our business, results of operations and financial condition. We cannot assure you that
we will be able to successfully manage price fluctuations due to market demand, curtency risks or material
shortages, or that future price fluctuations will not have a materially adverse effect on our business, results of
operations and financial condition. v

If we lose any of our key personnel or are unable to attract, train and retain qualified personnel, our
ability to manage our business and continue our growth would be negatively impacted:

Our success depends in large part on the continued contributions of our key management, engineering, and
sales and marketing personnel, many of whom are highly skilled and would be difficult to replace. Qur’success
also depends on the abilities of new personnel to function effectively, both individually and as a group. If we are
unable to attract, effectively integrate and retain management, engineering or sales and marketing personnel, then
the execution of our growth strategy and our ability to react to changing market requirements may be impeded,
and our business could suffér as a result. Competition for personnel is intense, and we cannot assure you that we
will be successful in attracting and retaining qualified personnel. In addition, we do not currently maintain key
person life insurance.

We are subject to various environmental laws and any violation of these laws could adversely affect our
results of operations.

We are subject to federal, state, and local laws, regulations and ordinances relating to the protection of the
environment, including those governing discharges to air and water, handling and disposal practices for solid and
hazardous wastes, and the maintenance of a safe workplace. These laws impose penalties for noncompliance and
liability for response costs and certain damages resulting from past and current spills, disposals, or other releases
of hazardous materials. We could incur substantial costs as a result of noncompliance with or liability for cleanup
pursuant to these environmental laws. We have identified several known and potential environmental liabilities,
which we do not believe are material. Environmental laws have changed rapidly in recent years, and we may be
subject to more stringent environmental laws in the future. If more stringent environmental laws are enacted,
these future laws could have a materially adverse effect on our results of operations. )

Our inability to successfully identify, consummate and integrate future acquisitions, or to realize
anticipated cost savings and other benefits could adversely affect our business. '

One of our key operating strategiés is to selectively pursue ‘acquisiti'ons. Any future acquisitions will depend
on our ability to identify suitable acquisition candidates and successfully consummate such acquisitions.
Acquisitions involve a number of risks including: ‘

» failure of the acquired businesses to achieve the results we expect; K
+ diversion of our management’s attention from operational matters;

« our inability to retain key personnel of the acquired businesses;
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*  risks assoc1ated w1th unanthlpated events or l1ab1htres R

art potentral dtsruptron of our existing business; and B E

. ‘v t " s . .
i P B+ , PR

AT custom_er drssansfactron g)r'performance problems at the acqurred busmesrses“ . .
If we are unable to mtegrate or successfully manage busmesses that, we may acqurre in the future we may
not realize ant1c1pated cost sav1ngs 1mproved manufacturmg efficiencies and 1ncreased revenue which’ may
-fesult in materially adverse short- and long-term effects on our operating results, ﬁnancral condition and’
liquidity. Even if we are able to integrate the operations of our acqutred businesses into our operations, we may
not realize the full benefits of the cost savings, revenue enhancements or other benefits that we may have
expected at the time of acquisition, In addition, even if we achieve the expected benefits, we may not be able to

achteve them within the anticipated time frame, and such benefits may be offset by costs incurred in mtegratmg- ‘

. the c:ompames and increases in other expenses. v
: : FR - - e by

. .
¥ .

el

' ’” . pujed Kk PR 4 )
Because we derive a srgmficant portion of our sales t'rom the operatmns of our t‘orergn subsrdlarles, future
exchange rate fluctuations may adversely affect our results of operations and fmancml condition, and may,

affect the comparabrllty of our results between financral penods. AT SRS R

-

e CL R ¥

ot

For the year ended December 31 2006, our operatrons in our Europe and International segments accounted
’ for 24% and 2 1% of our net sales respectively. The results of our forergn operatlons are reported in the local ,
currency and then translated into U.S. dollars at the applicable exchange rates for inclusion in our consohdated
ﬁnancral statements. The exchange rates between some of these currencres and the U.S. dollar have ﬂuctuated
srgmﬁcantly in recent years, and may ‘continte to do so'in the future In addttron because our finaricial

-statements are stated in U.S, dollars, such fluctuations may affect our ‘results of operations and ﬁnanctal position, =

and ‘may affect the comparability of our results between financial penods ‘We cannot assure you that we will be -
able to effectlvely manage our exchange rate risks or that any volatrhty in currency exchange rates will not have
a matenal]yladverse effect on our results of operatrons and ﬁnancral condmon X s g

T e . . ST i i . vt A.“ .t

Our contmued success depends on our abrllty to protect our lntellectual property. If we are unable to"
protect our mtellectual property, our net sales could be materrally and adversely affected

Our success depends, in part on our ability to obtain and enforce patents ‘maintain trade secret protectlon .,
and operate wrthout infringing.on the propnetary rights of tlurd partles. ‘We have been issued patents : and-have
registered trademarks with respect o many of our. products but our competrtors could mdependently develop
similar or superior products or technologies, _duplicate any. of our. des1gns trademarks processes or other ¢
intellectual property or desrgn around any processes.or desrgns on Wthh we have or may obtain patents or
trademark protection. In addition, it is possible that th1rd parties may- have or will acquire, licenses for. patents or
trademarks that we may, use or-desire to use,.so that we may-need to’acquire licenses to, or to contest the validity,

- of, such patents-or trademarks of third parties. Such licenses may. not be made available to us on acceptable, .. :
terms, if at all, and we may not prevail in contesting the validity of third party rights. sufe - a0 T

L iy EU e
In-addition to patent and trademark protection, we also protect trade secrets, know-how, and other

- confidential information against unauthorized use by others or disclosure by persons who have access to, them
such as.our employees through contractual arrangements. These agreements may not provide meamngful “ )
proteetton for our trade’ secrets, know-how or other propnetary tnfonnatton in the event of any unauthorized use,
misappropriation or disclosure of such trade secrets, know-how or other proprietary information. If we are unable
to maintain the proprietary, nature- of our technologres our results of “operations and financial conchtron could be .
materrally and adversely affected. o AL :

A TRT LA UM S, TRt SRS ST IR !
- Item 1B. Unresolved Staff Comments Lo
IR . . - .

Cy - ’ . Lo . . T . i
: .i None, . FIRIT AU & . -




Item 2. Properties

Our principal executive offices are located at 121 Gamma Drive, RIDC Industrial Park, O’Hara Township,
Pittsburgh, Pennsylvania 15238 in a 93,000 square-foot building owned by us. We own or iease our primary
facilities located in seven states in'thé United States and in a number of other countries. We believe that all of our
facilities, mcludmg the manufactunng facilities, are in good repair and in suitable condition for the purposes for
which they are used. See Note 20 to the consolldated financial statements for mfonnatlon concerning certain
planned famltty consohdatmns ' e

. o . . .
[ ™ . H

The following table sets forth a'list of our priniai'y‘facilities:

N . . . Owned

Location _ ~ .Function . o _ Square Feet or Leased
North America . L
Murrysville, PA Manufacturing 205,000 Owned
Cranberry Twp., PA Office, Research and Development and 212,000 Owned
. : BRI < - Manufacturing - .- : )
Evans City, PA' * +- - Manufacturing g o ' " .194,000  Leased
St. Pauls, NC Manufacturing - - s 144,000 - Leased
Jacksonville, NC ' - Manufacturing 7 107,000  Owned
Pittsburgh, PA o Office L " 930000 Owned
Pittsburgh, PA ' - Distribution =~ ‘ } 81,000 Leased
Cranberry Twp PA "~ Research and Development . 68000 Owned
Sparks, MD - ' Office, Research and Development and ' 52,000  Leased
S B ‘" Manufacturing : :
Englewood, CO =~ " Manufacturing - o - 41,000 ° Leased
Clifton, N} - ° : Manufacturing . o 41,000 - Owned
Mexico City, Mexico - Distribution and Manufactunng B 41,000 Leased
Englewood, CO - Distribution ’ ’ 15,000  Leased
Newport, VT Manufacturing 12,000  Leased
Bowling Green, KY . Office, Research and Development and ‘7,000 ~ Leased
' oo Manufaéturing A _ . o ,
Toronto, Canada C Distribution ’ ' 5,000 Leased
Europe’” = . %7 " ' ' _ o
Berlin, Germany e T Ofﬁce Research and Development Manufactunng, " 340,000 Leased
P CoR * - ' " and Distribution ! c
Chatillon sur Chalaronne; France  Office, Research and Development, Manufactunng, 94,000  Owned
‘ , "+ and Distribution ' ' ) ’
Glasgow, Scotland =+ . Office and Manufacturing ' 25000 Leased
Milan, Italy . Office, Research and Development and Distribution 25,000 Owned
Mohammedia, Morccco Manufacturing - - . 24,000 Owned
Vernamo, Sweden Office, Resear¢h’and Development, Manufacturing, 17,000 Leased’
and Distribution
Glasgow, Scotland .. - . Distribution AP 6,000 Leased
International - o ' o e
Wuxl China S Office, Research and Development, Manufactunng, © 92,000 “Owned
S " and Distribution ' o
Johannesburg, South Africa © Office, Manufactunng, and Distribution 89,000 © Leased
Sao' Paulo, Brazil - - -+ Office, Research'and Development, Manufacturing, ~ 60,000 Owned
and Distribution N ‘ tor
Sydney, Australia Office, Research and Development, Manufacturing, 57,000 Owned
and Distribution . : .
Lima, Peru Office and Distribution t " 734000 Owned
Buenos Aires, Argentina Office and Distribution 8,600 Owned
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_Ttem 3. Legal Proceedings o ot rin9s? T den Vo 00 atedF ) ieed oL
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We are subject to’ federal state; and’ local: 1aw5' regulations and-ordinances' re]atmg to the protection of the
environment, including those governing discharges to air and water, handling and disposal practices for solid and
- hazardous wastes, and the maintenance of a safe workplace. There are no current or expected legal proceedmgs
or expendltures with respect to environmental matters that would matenally affect our operauons !

B AT e B Y & Y 2 B O S L PRI S N R R THE T LM RV H T tnb

Various lawsurts and claims arising in the normal course of business are pending against us. These. lawsuits -
are primarily product liability clatms We are presently named as a defendant in approximately 2 S00 lawsuits *
primarily involving resplratory protectlon products allegedly manufactured and sold by us. Collecuvely, these = .
]awsurts represent a total of approxrmately 16 750 plamuffs Approxlmately 90% of these lawsults 1nvolve e
injuries, including asbestosis. These ]awsutts typically allege that these'¢onditions resulted in part from
respirators that were negligently,designed or manufactured by us. Consistent with the experience of other;; .
companies mvolved in silica and asbestos- related lrtlgatron in recent  years there has been an mcrease in t\he
number of assertéd claims that cotild potentlally involve us. We ¢annot determme our potential maximum ¢ '
liability for such claims, in part because the ‘déféndants in' thése Tawsuits ‘are often numerous, and the claims
generally, do not specify. the‘amount of:damages sought. et R o R AT

S L A TR MELIT I VAL P S PR S A PP T A I J-r.u,}‘
With some limited exceptlons sWe maintain insurance agamst product lrab111ty clalms We a]so maintain a
reserve for uninsured product 11ab111ty based on expected settlernent charges for pending claims and an estlmate
of unreported clalms denved from' exper:ence sales volumés and other relévant information, We evaluate our: *
. exposures oii’ an'ongoing basis and make’ ad_]ustments 'to the reserve as approprlate Based on information

currently avallable we believe that the drsposmon of matters that are pendmg will not have a materially adverse

effect on our, financial condmon M B e e e g T s A

- - eoom s B SRNTT NI RN Coegs TR N e
¢ In the, normai course of busmess swe make payments 1o, settle product liability claims and related legal fees
that-are, covered by,msurance We record receivables for the portion of these payments that we believe to be .
probable of recovery from insurance carriers. The net balance of recervables from insurance carriers was $18.4
million and $5.0 milljon at December 31, 2006 and-2005, respecuvely We eva]uate the collect1b111ty of these

o, - ..,,F: Traft VL o

: il st N VAR
receivables on.dn’ ongomg basis afid'make ad_]ustments as ‘appropriate: v : SR .
Sen (AL I P & R RTINS g M T et D1 A T e
I I LTI B T
) : RV S A T E S T ST ERD IS RPN LRS- Ay TR L T R I wi B AL
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borimg o b g Snbanee an w0, o L
Pryoiea’. 065 mlrat L Oeatenr il e 0 s aesr'l Ly TR : ITA i
' *
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Htem 4. Submission of Matters to a Vote of Security Holders : R “pe

No matters were subnutted to a vote of our sccunty holders during the fourth quarter of 2006. :

Executive Officers ol‘ the Reglstrant

T

v L . . - . BRLIW

The followmg sets forth the names and ages of our executive ofﬁcers 1nd1catmg all posmons held dunng the

. past five years o

N .
+ RPN L I LN

Name Age
P [ i -
JohnT.RyanHI .......... 63
. RN I .
James H. Baillie -, /7. .. .. 460
v el . N N e
Joseph A. Bigler ... - ¥
Kerry M.Bove ...0....... 48
e -::ﬁ,' .
o f o o
Rob Caflizares M. ......... .. 57
Ronald N. Herring, Jr. .. .... 46
. + !
William M. Lambert . .. .. . . 48

Douglas K. McClaine

Stephen C. Plut

PaulR. Uhler.......... ... 48

Dennis L. Zeitler . . .. .. ... 58

L i

¥ . R

. Prmcrpal Oocupatlons or ... |
Employmeént Durmg Past Five Years ~

) Chatrman of the Board of D1rectors 'Chief Executavc Ofﬁcer smce October
. 1991 :

'Vtce Presrdent Pres:dent MSA Europe since March 1999

,Vlce Pre51dent smce J anuary 1998 pnmanly rcspons1ble for North
. Amerlcan sales and dlstnbutton

- N s
Vice President since August 2000; primarily responsible for North

American manufacturing operations and materials management and thc
optlrmzat:lon of globa] manufacmnng operanons

7 . Vrce Pre51dent Presrdent MSA Intematlonal smce J anuary 2003 Prior to .
. .that time, Mr Cafiizares was senior vrce prcsrdent of global sales and
" service group of Trane Company o, .

I‘}i

Vice President since January 2004; primarily responsrble for North
American marketing, research and engineering, and quality assurance.

 Prior to that time, Mr. Herring served as the general manager of the safety
K 'products division; and as the director of marketmg for the safety products

d1v131on B Lot T
P r . “"

' Vlcc Prcsrdent Presrdcnt MSA North Amcrlca since J anuary 2003. PI'lOl'

to that nme Mr. Lambert was vice presrdent and general manager of the
safety products division.

Vice President, Secretary and General Counsel since May 2005; and
served as secretary and general counsel since July 2002. Prior to that time,
Mr. McClaine was associate general counsel. ‘ ‘

_ Vice President, Chief Information Officer since May 2005. Prior to that

time, Mr. Plut was chief information officer.

-Vice President since May 2006. Prior to that time, Mr. Uhler served as

director of human resources and corporate communications, and as
manager of the Murrysville, PA Plant.

- Vice President; Chief Financial Officer, and Treasurer since November

2000,
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Item 5. Market for the Reglstrant’s Common Equlty,*Related Stockho]der Matters, and Issuer Purchases
- oqumtySecuntles sm N TR S I I I T l'L LIt

Our common stock 1s traded on the New York Stock Exchange under the symbol “MSA” Stock pnce
ranges and dlvtdends declared were as fo]lows “““ :

5 . T,

ST ATy ot N .. TR IR BRI T N Tt T‘ L
. e T e AL e e Fed o YL ¢ ot 't Price Rangeof Qur - <}
;“ . T - e ) o RN o et Common_Stock_ . -

' " High’ . LW [')ixvidends,‘_. l
Year ended December 31, 2005 e e e s — ) '

First Quarter ... .. o . .. SRR PR SR 2.7 85300  $3625 1 $0.10
Second Quarter e e e e 47.29 33.89, 014
Third Quarter .. ... ... i i e i © 5018 3813 014
-Fourth Quarter ............... e e e e e e 42.60 3518 1 0.14-
Year ended Décember 31, 2006 : R : S
First Quarter . ............. A e $44.16 $36.18 | $0.14
Second Quarter*. .~ .. ... ... P, . 4400 3862 ¢« 0.18:
Third Quarter . .......... ... ... ... i S - 4L19 34.05 0.18
FourthQ}larter R e e - 39.09 3498 0.18
. .. J . . ) . i
On February 16, 2007; there were 391 registered holders of Surhshares of commen stock. . § -
. The mformauon appeanng in Part 111 below regardmg common stock tssuable under-our equlty
- -compensation.plans is incorporated herein by reference. |
IssuerPurchases of“E'qutty Securmes o p 7 *r' B , L h { ;
...,..TT B @ arma .- ) . . e e e esdmi e 'TotialNumbEi‘" ‘.-‘E[ . um
B . of Shares Number of -
' S AL : . Purchased as Shares that
w0 T CE T LT e Partof. - May YetBe °
LN N - - .7 . Total . PR - Publicly Purchased
- i e FUREE e . - Number of Average.- 'Announced ." Under the:
CTL . o Shares Price Paid ‘Plansor _ "Plansor
Period B Sty Purchased . Per Share . Programs. ",  Programs’
October 1 *October 31,3006 ... 1. .. " X ' '-:'-f * 12,114,802
November 1 - November 30,2006 ........... 140,000 - $36.62 140,000 2,072,982
. December 1 - Décember 31 2006 e e 60,000  36.81 60,000 1 982 179

, On November 2, 2005, the Board of Dtrectors authonzed the purchase of up to $100 million of common
stock from time to tlme in private transactions and on the open market. The share purchase program has no
expiration date. The maximum shares that may yet be purchased is calculated based on the dollars remaining
under the program and the respective month-end closing share price. :

- We do not have any other share purchase programs.




Comparison of Five-Year Cumulative Total Return .

+ Set-forth below is a line graph-and table comparing the cumulative total returns (assuming reinvestment.of .
dividends) for the five years ended December 31, 2006 of $100 invested on December 31; 2001 in each of Mine
Safety Appliances Company’s common stock, the Standard & Poor’s 500 Composm: Index, and the Russell 2000
Index. Because our compemors are prmc1pa]ly pnvately held concerns or sub51d1ar1es or dmsmns of
corporations engaged in multiple lines of business, we do not believe it feasible to construtt a peef grc')up
comparison on an industry or line-of-business basis. The Russell 2000 Index, while including corporations both
larger and smaller than MSA'in terms of market capitalization, is composed of corporations with an average
market capitalization similar to bs,

am —— MSA e S&P 500  ------ RUSSELL 2000
500~ : "
" [ v
400 ’.
: 300
200 .
100 —
0 1 1 [ | N
2001 2002 2003 2004 2005 2006 P
Ve ! ERSE ot
. i ' L 3 , s Value at December 31,
- 'i"' b 2001 2002 . _ 2003 2004 2005 2006
CMSA 2 ""f.’f‘.‘. $lOQ OQ . $81.’[_1'fé‘ $218.14 $42190 $305.06 $314.35
o fS&P 500_. i J100.00;  77.90.. 100.26 111.19 116.63 13510 w2
C Russell’ 2_000 .. 100.Q0 79.50 =~ 117.10 138.53 14491 171.68 "'—_,
! - e . LT A L
N ' s ; , T
Jr T H T N T LRI A TR
.;i’, [N ! ., ' ' T4y ' . Py s + ot . I LN A
. LRI b, " . e - ! N [
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Item 6. Selected Financial Data ! . it <7V w200 ok c2 0 el BF L e s 0 T

The following selected financial data should be read in conjunction with our consolidated financial .- -
statetnents; including the réspective notes thereto, as well as the section entitled ‘Management’s Discussion and -
Analysis of Financial Condition and Résults of Operations,” included elsewhere in-this'annual report on =+ .- .-

" Form IO-K [ AN \. i Lot AL TR A N \).-4‘ et DRy ":.n“’_“u. AL
v N T TIr *".; R A U PR
e o L 20s C 00s " ond L2003 200
) bt RS S VI thausands, exceptasnoted) Cey e
Statement of Income Data: K
Netsales .................. e $913,714 $90’l 912 3852,509 $696,473 $564,426
Other iNCOME . . ..., 5384 4,058 500437 1724213071
Costof products sold ... ................ vgegens 008410, 558,921 518,174 427,632.. 349,936
Selling, general and admlmstranve e -'.-.,-.:':;'. 215 663 e s201 367 198 714 s 174,701 4 144 641
Research and deve]opment R T fee e e 26 037_ 21 928 .22 648, - 20, 897 19 459
Restructuring and other charges-......... ceee ey 6981 L R P
Interest ................... e e 6228 . .-.5.-.43.‘1 . 3,,_8,4}5' e T4 564 _ 4769
Currency exchange losses (gains) ................ . 3, 139 474 264 3, 356) (191)
Provision for income taxes.. . .. W e L 28722, ., 42013 42821 24835 | 16870
Net income from continuing operanons ............ 63,918 81,783 +.71,047,:,-.,,48,924, , , 31,213
Net income from discontinued operations .......... - - — 2,685 3,864
Gain on sale of discontinued operations—afer tax . ;.* ~ LY M INe L L j3iesgty
Netincome .............c...covviinennii.. .1 .63918,,,..81,783 -(71,04,7, . 65_,26'2_.._ 35,077
Earnings per Share Data: R RN R T Ce RN TINE £ TR
Basic per common share continuing. operauons (m . ' )
dollars) .....................no0¢0l 0 Yoo 8 76087 224778 VIO 81337 § 78S
Diluted per common share connnunng;operanon_s (nw. o, e EEIRTLE (NI ISR TP
dOlIars) ......oiiii e 1.73 2 19 1. 86 131 85
Dividends paid per common share (in dollars) ... ... 68 Sy 37 Lg T 22
Weighted average common shares N N o ey
outstandmg—basw Ve 2 e . "‘. . S 36 366 36 560 : ?7,111 y 36,730 ) . 31’5:‘,5'12;
Balance Sheet Data: ¢+ .. ..~ R I '.*«I -"-‘-:"' NPT TR NI N LI A T E *‘-'. S
Working:capital ... ... .. .. P S LN D S $289 4247 $246,367 $270 593 $207 216 $138 182
Working capitalratio .......................... . 33 emen29. 5 031 L0 J28% - e24
Netproperty ........ccoooiiiiiiinninninnen..., 120,651 116,209 . 123,716 120,560 130,407
Total assets . .:....... R S R TSP S N 898,620':j"725,357 734,110 - 643,885 "+-579,765
Long-termdebt ..o, /.ol or i lont e oL F12,541 o5 45,834 »1-754,463. 7 59,915, .+ 64,350
Common shareholders’ equity ................... 436,926 381470 376,679 306,867 288,009
Equlty per common share (in dollars) ............. 12.13 10.44 10.09 . 831 7.86
. ‘ @ 'y WL . R B .i:‘l;.* U I A N R
NO[E i . . SRR S T (PO B L S PURL AT
Cost ofproducts sold selllng general and P S, P
adnnmstratlve expenses andresearch and At fovat t e r e e et e
development expenses include noncash pens1on P e
income. . . e o L B I S T L T :"i-,'_‘. Traeelmoa oL v
Noncash pension income, pre-tax ................ $ 4147 '3 6,104 $ 7,188 § B.845 §$ 13,125
. ) ey c by S Al
Workmg capltal at December 31 2003,and 2002 excludes assets held for sale' vl ) s « -y
. . I I R ':zﬁ TR L ‘..‘l" B T A AV
{ ty e WA it i . U o, MY T Vv, o
. (e - vy 1 .o Py [ R P TR
Va? fac?l " e e LR IS SR i s t Y- RN BT
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations .. -

The followirig discussion and analysis should be read in conjunction with the historical financial statements
and other financial information included elsewhere in this annual report on Form 10-K, This discussion may
contain forward-looking statéments that involve risks and uncertainties. The Jorward-looking statements are not
historical facts, but rather are based on current expectations, estimates, assumptions, and prajections about our
industry, business, and future financial ) results Our actual results could differ materially from the results
contemplated by these forward-lookmg statements due to a number of factors, including those discussed in the
sections of this annual report entitled “Forward-Looking Statements” and “Risk Factors

BUSINESS OVERVIEW )

" Wearea global leader in the development manufacture and supply of sophisticated products that protect ~
people s health and safety. Sophisticated ‘safety products typically integrate any combination of electronics,
rmechanical systems, and advanced materials to protect users against hazardous or life threatemng situations. Our-
comprehensive lines of safety products are used by workers around the world in the fire-service, homeland

security, construction, ancl other industries, as well as the nuhtary

In recent years we have concentrated on speclﬁc initiatives mtended to help 1rnprove our competmve -
posmon and proﬁtablhty, ihcluding: - :

¥

. 1denttfymg and developmg promising new markets;

s focusing on innovation and new product introductions;

+ further strengthening relationships with major distributors; - .

* optimizing factory performance and driving operational excellence '

+ positioning international business to capture significant growth opportumtres and . - - .

»  pursuing strategic acquisitions. .

We tailor our product offerings and distribution strategy to satisfy distinct customer preferences that vary
across geographic regions. We believe that we bést serve these customer preferences by organizing our business
into three geographic segments: North America, Europe, and International. Each segment includes a number of
operating companies. In 2006, approximately 55%, 24%, and 21% of our net sales were made by our Nonh
Amenca Europe and Internattona] segments respectlvely ‘ :

North America. Our largest manufactunng and research and development facrhttes .are located in the Umted
States. We serve our North American markets with sales and distribution functions in the U.S., Canada, and .
Mexico. :

Europe. Our European segment includes well-estabhshed companies in most Western European countnes
and more recently established operations in a number of Eastern European locations. Our largest European
companies, based in Germany and France, develop, manufacture and sell a wide variety of products ‘Operations
in other European countries focus primarily on sales and distribution in their respective home country markets.
While some of these companies may perform limited production, most of their sales ‘are of products that aré
manufactured in our plants in Germany, France, and the U.S., or are purchased from third party vendors‘

International. Our International segment includes operating entities located in Abu Dhabi, Argentma
Australia, Brazil, Chile, China, Hong Kong, India, Indonésia, Japan, Malays1a Peru, Singapore, South Africa,
and Zimbabwe, some of which are in developing regions of the world. Principal manufacturing operations are
located in Australia, Brazil, South Africa, and China. These companies develop and manufacture products that
are sold primarily in each company’s home country and regional markets. The other companies in the
International segment focus primarily on sales and distribution in their respective home country markets, While
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some of these companies may perform limited production, most of their sales are of products-that dre - {
manufactured in; our plants in the '.I)J.S._, Germany, ,arnd Fra.nce,' or are pnrehased’fro_m__ third part.y yengiors.

.We believe that our-financial performance in recent years is the result of initiatives that have allowed us to
anticipate and respond quickly to market requirements, particularly in the North American fire service; homeland-
security, construction and industrial markets, as well as the military, and reflects our ability to quickly bring to
market products'that comiply with changmg industry standards and to create new market demand w1th innovative
products. - N - et

Lo o tY

ACQUISITIONS .| . ‘ o o

In September 2006, we acquired Paraclete Armor and Equipment, Inc. (Paraclete) of St. Pauls; North
Carolina. Paraclete is a rapidly growing innovator and developer of advanced ballistic body armor used by
military personnel; including-Special Forces units'of the U.S. military: Paraclete’s.most recent product - »
development—the AV2007 Tactical Body Armor System—represents the next generation of advanced body:;. . -
armor. The vest features a modular design that allows 23 vest configurations, enabling users to tailor the degree
of protection based on specific mission or task requirements. The vest employs state-of-the-art materials for
enhanced protection against fragmentation and small arms projectiles. We believe that the acquisition of - . .,
Paraclete enhances our. existin"g line of;ballistic body armor and strategically positions us to provide a broad .

. range of ballistic protectlve equipment to both the military and law enforcement markets
{

R R R L B L L T BN : L

InJ anuary 2006 .wetook steps to ensure our.compliance with-South Afncan Black Economic™ .

Empowermént-(BEE) requirements by forming a new South. African holding company in which Mineworkers
" Investment Cornpany (MIC) of Johanriesburg, South Africa holds a.25.1% ownership interest. Compliance with
BEE, a South African-government program similar to Affirmative’Action in the United States,is key to achieving
meaningful growth in Sotith-Africa,.particularly-in the mining industry. At the same time, we acquired Select,
Personal Protective Equipment (Seiect PPE) of South Africa, an established supplier of multi-brand safety: ¢..: -
-equipment and solutions to the South African mining industry. Qur existing South African company, MSA
Africa; and Select PPE are operating independently under the newly-established South African holding company.
We believe that our new South African operating ‘structure significantly improves our market presence and.
expertlse in servingthe mining mdustry and provides- 31gn1ﬁcant growth opportumtles in the reglon
P P L VAR ot . . ~ _)l 1v .,c,_J v 3

In September 2005; we acquired chrosensor Systems Inc: of Bowling Green, Kentucky Mlorosensor
Systems is‘a world leadér in surface acoustic wave-based chemical sensing technology used to detect chernical
warfare agents. We believe the acquisition of Microsensor Systems significantly strengthens our position as a -
premier provider of leading edge detection technology, while expanding our product offermgs in the homeland
security, emergency ‘responder,'law enforcement, nn]ltary and mdusmal markets:", S e

o . 'L',‘f" i, L ". _"! . , . '1

In June 2004, we acquued Sordin’ AB of Varnamo, Sweden a leadmg manufacturer of passive and |
electromc hearing protection designed for the industrial, law enforcement, and military markets. We believe the
acquisition of Sordin enhances our position as a provider of modem; leading-edge hearing protective devices. |
Many of Sordin’s products are compatiblé with our other safety products; including our flagship V-Gard® Hard
Hat. Sordin also developed the modular integrated communications system currently being used with the

Advanced Combat Helmet that we manufacture for the U.S. Army. SRS ;
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RESULTS OF OPERATIONS . - e Cn ‘ . T
Year Ended December 31, 2006 Compared fo Year Ended December 31,2005 e

* Net sales. Net sales for the year ended December 31, 2006 were $913.7 mllhon an increase of $35.8 million,

or 1%, from $907 9 million’ for the year ended December 31, 2005. b
v Coe . : MR . .
_ o L . Dollar Percent
o oo Increase Increase
2006 2005 (Decrease) (Decrease)
(In millions)
North America ...........cc i $503.4  $566.5 $(63.1) (0% ,.
BUTOPE © . oo ieisieeiaranaeees 219.2 180.5 38.7 21

International ....... 1911 . 1609 .. 302 - 19
‘ Ce e : "o .
Net sales of the North American segment were $503 4 rmlhon for the year ended December 31, 2006,a . -
decrease-of $63.1 million, or 11%, compared to $566.5 million' for the year ended Décember 31, 2005. Our
shipments of Advanced Combat Helmets and communications systems to the military were approximately - .
$48.3 million lower than in the 2003, reflecting the tompletion of certain contracts. Gas mask sales were
approximately $28.8 million lower in the year ended December 31, 2006, on lower shipments of military masks,
as well as commercial masks to the homeland security market, Our 2006 sales of self-contained breathing
apparatus and thermal imaging cameras were $11.1 million and $6.6 millionlower; respectively, than in the prior
year reflecting ongoing delays in the release of fire department funding made available through the U.S.
Assistance to Firefighters Grant (AFG) program. The first grants under the 2006 AFG program'were not
announced until early‘October and less than half of the expected funds were released by year-end."In 2005, AFG
grants were announced in August and were mostly completed by the end of the year. Our sales of instruments '
and head protection improved approximately $18.4 million and $7.5 million; respectively, on increased demand -
in construction and industrial markets. Sales of ballistic protection-products; including those made by Paraclete, -
which we acqulred in. September 2006, were $7.0 mitlion higher than in the year cnded ‘December 31, 2005
it . ot o B : ) [ + .
-Net sales by European operations-were $219.2 million for the year ended December 31, 2006, an increase of
$38.7 million, or 21%, from $180.5 million.for the year ended December 31, 2005. Local currency sales in
Europe for the year ended December 31,2006 were $35.9 million higher than in 2005. The increase reflects
strong shipments of disposable respirators in Germany and France, gas masks and self-rescuer canisters to the
German Army, chiemical suits to the Slovakian Army, and breathing apparatus and-fire helmets in Western -
European markets, The favorable effect of a stronger.euro mcreased sales when stated in U:S. dollars by "

appr0x1mately $2 8 million.. ~ ... - . ¥ e o . T
o o s ‘ B T T T N

Net sales by International operations.were $191.1 million for the year ended December 31, 2006 compared.
to $160.9 million for the year ended December 31, 2005, an increase of $30.2 million, or 19%. The sales increase
was primarily in South Africa, where local currency sales were up $27.2 million, primarily from Select PPE,
which we acquired in January 2006. Local currency.sales were up approximately $5.8 million in our South -
American companies, reflecting improved economic conditions and focused sales initiatives. Qur sales in the .
Middle East were approximately:$3.6 million lower than in the year ended December 31, 2005. In 2005, our
Middle East sales benefited from a large one-time breathing apparatus order. Currency cxchange effects on
International segment sales when stated in U.S. dollars were not significant. . .

1

Cost of products sold. Cost of products sold was $568.4 million for the year ended December 31, 2006, an
increase of $9.5 million, or 2%, from $558.9 million for the year ended December 31, 2005.

Cost of products sold and operating expenses include net periodic pension benefit costs and credits.
Excluding $4.8 million in special termination benefits, which is reported in restructuring and other charges,
pension credits, combined with pension costs, resulted in net pension credits for the year ended December 31,
2006 of $4.1 million, of which approximately $2.2 million was included in cost of products sold, $1.6 million in
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selling general and administrative expenses, and $0.3 million in research and.development expenses. Net pension
credits for.the year ended December 31;:2005 were $6.1-million, of which approximatety $3:7 million was - '« .
included in cost of products sold, $2.2 million in selling, general and administrative expenses, and $0.2 million in
research and development expenses. The recognition of pension income.in the years ended December 312006 -
and 2005 is primarily the result of the exceptional investment performance of the MSA Non-Contributory -
Pension Plan for-the Employees, or the MSA Pension Plan, over the past tenvyears. During that period, the - .
investment performance of the MSA Pension Plan has ranked among the,top 1% of all U.S. pension funds . ;:.¢
according to a comparison of.fund performance as.computed by, Yanni'Partners, an independent:investment-i - -,
consulting firm. Future net pension credits can be volatile depending on the future performiance ‘of plan assets, ..
changes in actuarial assumptions regarding such factors as the selection of discount rates and rates of return.on .,
plan assets, changes.in the amortization levels of actuarial.gains and losses, plan amendments affecting benefit -
pay-out levels, and profile changes in the participant populations being valued. Changes in any of these factors
could cause net pension credits to change. To the extent net pension credits decline in the future, our net income --
would be adversely affected.
R o L T ifl|"’"1"".'i"‘ S T R B LK .-

Gross pmf it.1Gross profit for the year endéed Decémber 31, 2006 was $345.3 million, a decrease of
$3.7 million, or 1%, from $349.0 miltion for the year ended December 31, 2005. The ratio of Bross proﬁt to sales'
decreased to 37.8% in 2006 compared to 38.4% in 2005. The lower gross profit ratio in 2006 was primarily
related to lower margins in the International and Exropean segments where sales grew significantly. » ., - ;
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Sellmg, general and administrative expenses. Selling, general and adrmms[ratwe expenses for the year
ended December 31, 2006 were.$215.7 million, an-increase of $14.3-million, or.7%, from $201.4 million for the
year ended December 31, 2005. Selling, general and administrative expenses were 23.6% of sales in 2006
compared to 22:2% of sales in 2005. The increase in selling; general and administrative expenses includes **
$2.3 million of incrememtal stock compensation expense in the North American segment, related to our adoption .
of FAS No. 123R, Share Based Payment, on January 1, 2006. FAS No. 123R requires the recognition of> :. .
compensation expense for the estimated fair value of stock option grants and immediate expense recognition for
restricted stock-awards.and stock options that are granted-to participants who are eligible for retirement. The
incremental stock compensation expense-relates to restricted stock awards and stock option grants made to - .
officérs, key management employees,-and directors in 2006. The fair value:of the 2006 stock option grants and . -
restricted stock awards.was $4.9 million, of which-$2.8 million was expensed during the year ended- , ..’
December-31; 2006.-The remaining.$2.1-million of fair value will generally be expensed over the remainder of .,
the three year vesting periods: Excluding the incremental stock compensation expense, selling, general and
administrative expenses in North America were down $0.8 million, reflecting the absence of depreciation .
expense in 2006 on coinputer'systems that were fully depreciated during the fourth quarter of 2005, partially -
offset by-higher:selling and administrative expenses. Local currency:selling, general,and administrative expenses
in the European and International segments were up $12.2 million, including'a $4.9 millicn‘increase-in South « -
Africa, related to the January 2006 acquisition of Select PPE. The remainder of the selling, general and- .-+,
administrative expense increase in the European and International segments was primarily due to additional
selling expenses associated with generating and supporting higher sales and currency. exchange rate effects, when
stated in U.S. dollars. -+~ L, o oo s oo L T
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Research and development expenses. Research and development expenses were $26.0 mrllron for the year
ended December 31, 2006, an increase of $4.1 million, or 19%, from $21.9 million for the year ended
December 31, 2005. Higher research and development expenses during the year ended Decemnber.31; 2006
occurred in North America and reflect our contmued focus:on developmg innovative new products: . .

. , L . . ', ' .
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Deprecmaon and amomzatmn expense. Deprecxanon and amortization expense which-is reported in cost +
of sales, seiling, genera! and administrative expenses, and research and development expenses, was $22.1 million
for the year ended December 31, 2006, a decrease of $2.2 million, or.9%, from $24.3 million for the year ended
December:31,72005. The primary reason for lower deprecnatlon expense was the previously-discussed decrease in .
depreciation ofcomputer Systems. .. ¢ ¢ ool vl B R B S e L R T
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Restructuring and other charges. During the year ended December 31, 2006, we recorded charges of
$7.0 million, primarily related to our Project OQutlook reorganization in North America. Project Outlook was
designed to ensure that our North American management teams, employees, product design processes, and
operational functions are fully aligned with our strategic goals and the needs of our customers; The plan, which-.
was largely completed by the end of the second quarter, included the reorganization of business and support
functions in'our North American operations that is resulting in a higher dégree of collaboration, focus and
efficiency. A significant portion of the Project Outlook cost reductions has been realized through a focused .
voluntary retirement incentive program (VRIP). In February 2006, approximately 60 employees retired under the
terms of the VRIP. Project Outlook charges include $5:3 million for VRIP retirees (including $4.8 million in
non-cash special termination benefits); $0.7 million in-severance costs related to additional staffing reductions,
and $0.5 million related to the relocation of various employee work groups within the new organizational
structure. The remaining $0.5 million of charges in 2006 was severance costs related to our plan to discontinue
manufacturing operations in Britain. .o e L S :

Interest expense. Interest expense for the year ended December 31, 2006 was $6.2 million, an increase of
$0.7 million, or 14%, from $5.5 million for the year ended December 31, 2005. The increase reflects higher
borrowings during the current year. ’ : . L o
Currency exchange adjustments. During the year ended December 31, 2006, we recorded currency
exchange losses of $3.1 million compared to losses of $0.5 million for the year ended December 31, 2005. The
currency excharge losses during the current year.were primarily related to the South African rand. Currency
exchange losses during the year ended Deceniber 31, 2005 were primarily due to the weakening of the euro.

a : t . ' . . L

Other income. Other income for the year ended December 31, 2006 was $5.4 million, an increase of
$1.3 million, or 33%, from $4.1 million-in 2005. The increase was primarily.due to gains on the sale of real
property and higher interest income. . o o : ‘ T ke '

Income tax provision. The provision for income taxes as a percent of income before taxes was 31.0% for
the year ended December 31, 2006 compared to33.9% for the year ended December 31, 2005. Our provision for
income taxes for the year ended Decembér. 31; 2006 includes one-time benefits of $1.2 million and $0.8 million
related to adjustments to prior year.additional extra-territorial income exclusions and research and development -
credits, respectively. Our 2005 provision for income taxes included a one-time benefit of approximately $2.0.
million, primarily related to the release of previously-established reserves taken on research and development* -
credits claimed for the years 1995 through 2001. Excluding these discrete items, our effective tax rate for the
years ended December 31, 2006 and 2005 were 33.2% and 35.6%, respectively. The effective tax rate in both
years was lower than the statutory rate primarily due to research-and development credits, extraterritorial income
exclusions, and non-U.S. income. Compared to prior years, the 2006 effective tax rate also benefits from a more
favorable state income tax apportionment. . ~ " . e ey -

‘We have not provided deferred U.S. income taxes on undistributed earnings of non-U.S. subsidiaries, which
amounted to $137.2 million as of December 31, 2006. These earnings are considered to be reinvested for an .
indefinite period of time. It is not practicable to determine the deferred tax liability on these undistributed
earnings. . - : - — ‘ v :

The American Jobs Creation Act of 2004 provided a limited opportunity through 2005 to repatriate the
undistributed earnings of non-U.S. subsidiaries at a U.S. tax cost that could be lower than the normal tax cost on
such distributions. During 2005, we repatriated $23.2 million of dividends, $21.0 million of which qualified
under these provisions. The resulting impact of these dividends on our income tax expense was not material.

The determination of annual income tax expense takes'into consideration amounts which may be needed to
cover exposures.for open tax years. We have resolved all matters with the IRS related to our federal income tax
returns through 2002, We believe that we have made adequate provision for income taxes and interest which may
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become payable or receivable for years not yet settled. We do not expect’ any matenally adverse impact on.:
earnings to result from the resolution of matters related to open.fax years...
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Net income. Net income for-the year ended December 31 2006 was $63.9 1’1111110[1 a decrease of
$17.9 million, or 22%, from net income for the year ended December 31, 2005 of $81.8 million. Basic earnings.,
per share of common stock was $1.76 in 2006 compared to $2.24 in 2005.

North American segment net-income for the year ended December 31, 2006 was $42.7 million, a decrease

of $21.4 million, or 34%, from $64.1 million for the.year ended. December 31; 2005. The decrease in. - - .
North American net'income was pnmanly due to lower sales S e e e
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+. European segment net income for the year ended December 31 2006 -was $8 9 rmlhon an mcrease of . .
$2.6 million, or 40%, from $6.3 million for the year ended December-31; 2005..The i increase was. pnmartly

related to the previously-discussed sales improvement. ..., .- .- . . T

International segment net income for the year ended December 31, 2006 was $13.1 million, an increase of
$1.4 million, or- 12% from $11.7 million for the year ended December 31, 2005. The improvement in-
International segment net income was primarily related to the previously- drscussed sales growth. . - .

N

Year Ended December 31, 2005 Compared to Year Ended December 31 2004 e

1.
- H

Net sales Net sales for the year ended December 31 2005 were $907 9 mrllron an 1ncrease of ." :
$55.4 million, or 6%, fromr$852 5 million for the. year ended December 31 2004, Our net sales mcreased inall ,
segments as follows: . ., - Gt o - - L :
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- ’ . Dollar Percent

2005 2004 Increase Increase
, (In millions)
North Amenca A Y-S, i oo 856650 85571, $.94 - w2 2%
Europe *180.5 1673 1132 ‘8

‘ Intematiorial B T S A LmAoL L e e 160 9 128 I+ 328 . ..26
Net sales of the North Amencan segment were $566 3 rrullron for the year ended December 31 2005 an
increase of $9.4 million, or 2%, compared to $557.1-million-for the year ended December-31, 2004. The sales’
increase in the year ended December 31, 2005 was due to higher shipments of Advanced Combat Helmets and
related communication systems, head protection, and instruments, ,-partially.offset by lower shipments of SCBAs
and gas masks. Our shipments of Advanced:Combat Helmets and communications systems to the military
improved during 2005 by approximately $8:3 million and $11.5 million; Tespectively,” reﬂectmg continued v
government funding to support the war on terrorism. Our sales 6f head: protection; instruments, and fall . .., . .
protection were up approximately $10.7 million, $6.5 million; and $3.4 million, respectively; onincreased: .
demand in construction and industrial markets. In the fire service market, our SCBA sales were down.. . -
-approximately $13.3 million compared to 2004:.We believe that the decrease in SCBA sales was primarily.due to
delays in 20035 federal funding to tocal fire departments under the Assistance to Firefighters Grant Program. OQur
2005 SCBA sales rebounded late-in'the year after this funding was reléaséd to local fire departments. Gas mask
. sales were approxrmately $17.1.million lower than in 2004. The decrease in gas mask sales in 2005 reflects lower
shipments of military masks, as ‘well as.commercial masks to the homeland security market, following very
strong demand in 2004 During 2004, we saw.significant demand for-gas masks in the homeland security market.
Although we saw significant interest and demand for the Evolution 5200 thermal imaging camera, sales of TICs
were flat.year-to-year due to production delays caused by a paits supply-issue with a-key vendor that was not
resolved until the third quarter of 2005.. - _ Co e
Net sales by European operations'were $180.5 million for:the year. ended December 31, 2005, an increase of
$13.2 million, or.8%, from $167.3 million for the year ended December 31, 2004: Approximately $6.1 million of
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the sales increase related to hearing protection sales by MSA Sordin, which we acquired in June 2004. Local-
currency sales by other companies throughout Europe improved approximately $4.1 million during 2005, on -
several large breathing apparatus orders for the fire service and police markets. Approximately $3.0 million of
the Furopean segment sales increase was due to favorable exchange rate'effects on the translation of local *
currency sales to U.S. dollars. “ v+ -~ T S L & ST R
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Net sales by International operations were $160.9 million for the year ended December 31, 2005 compared
to $128.1-million for the year ended December 31, 2004, an increase of $32.8 million; or 26%: Local currency
sales were up approximately $6.0 million in our South American companies, reflecting improved economic™ -
conditions and focused sales initiatives. Our sales in the-Middlé East-were approximatety $5.8 million higher
during 2005, primarily due 10 a large breathing apparatus order. Operations in China and Australia reported sales
increases of approximately $5.4 million and $4.5 million, respectively, for the year. Approximately $5:5 million
of the 2005 increase iri International segment sales, when stated-in U.S. dollars, was related to the favorable -
effect of stronger international currencies, particularly the Brazilian real; Australian dollar, and South African’

rand.
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Cosi of products sold. Cost of products sold was $558.9 nulllon for the year ended December 31, 2005; an
increase of $40.7 million” or 8%, from $518.2 million for the year ended December 31,2004..- . - & "' 0

Cost of products sold and operating expenses include net periodic pensaon benefit costs and credits. Pension
credits, combined with pension costs, resulted in net pensmn ‘credits for the year endcd December 31, 2005 of
$6.1 million, of which approx1mately $3.7 million was 1ncluded in cdst of prodiéts sold, $2 2'million in selling
general and administrative expenses, and $0.2 miillion i in'research and development expenses.-Net pension credits
for the year ended December 31, 2004 were $7.2 million, of which approximately $4.4 million was included in
cost of products sold, $2.5 million in selling, general and administrative expenses, and $0.3 million in research
and development expenses. @ + - T

Gross profit. Gross profit for the year ended December 31, 2005 was $349.0 million, an increase of
$14.7 million, or 4%, from $334.3 million for the year ended December 31, 2004. The ratio of gross profit to
sales decreased to 38.4% in 2005 compared to 39.2% in 2004, The lower gross profit ratio in 2005,was primarily
due to sales mix changes in North America, on proportionately lower sales of higher margin SCBAs and gas
masks and proportionately higher sales of Advanced Combat Helmets and communication systems to the U.S.
military at gross margins-that are generally lower than our margins on commercial sales. » + . © + . ., T
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Selling, general and administrative expenses. Selling; general and administrative expenses for the year . .
ended December 31,2005 were $201.4 million; an increase of $2.7 million, or 1%, from $198.7 million for the .. .
year ended December 31,2004, Selling, general and administrative expenses. were 22.2% of sales.in 2005 . . -
compared to 23.3% of sales in-2004. North American segment selling, general and administrative expenses for
the year ended December 31, 2005 were approximately $3.7 million lower than in 2004, reflecting the favorable:
effect of cost controt.efforts. Exchange effects related to the strengthening of international currencies,, .. -
particularly the euro, Brazilian real; and Australian dollar,increased selling, general and administrative expenses
for the year ended December 31, 2005 by, approximately $2:8 million. The remainder of the increase during 2005
reflects higher local currency. expenses.in the European and International segments, on higher sales.volumes, and
includes an increase of approximately $1.3 million-at MSA Sordin, which was acqu1red in-June 2004.
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" Resedrch and development expenses. Resea.rch and development expenses were»$21 9 million for the year
ended December 31,2005, a decrease of $0.7 million; or 3%, from $22.6 million for the year ended -..-
December 31, 2004, The decrease occurred primarily in North'America and was due to the prev1ously—ment10ned

cost control efforts. KT v A

» Depreciation and amortization expense. Depreciation and amortization expense, which is reported in cost
of sales, selling, general and administrative expenses, and research and developiment expenses, was $24.3 million
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for the year ended December.31, 2005, a decrease of $1.2 million, or.5%, from $25:5 million for the.year ended
December 31; 2004. The decrease was primarily due.to lower deprecmuon on Advanced Combat Helmet fo o
production equipment and our enterprise-wide system'software. i iy 0 LTy ey D osar 0

Interest expense. Interest expense for the year ended December‘3l 2005 was $5.5, mrlhon an mcrease of
$1.7 million, or 43%, from $3.8 million for the year ended December 3i, 2004. "The increase was pnmanly
related to higher short term borrowings during the year ended December 31;2005. Interest expense'in 2004 was
favorably affected by a realized gain of $0.7 million on an interest rite ‘swap transaction that we terminated:' . -
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Currency exchange adjustments. During the year ended December 31, 2005, we recorded currency
exchange losses of $0.5 million comparéd to lossés of $0.3 million for the year endéd December 31,2004, - -
Currency exchange losses in 2005 were primarily related to euro-denominated assets held by us, and reflected a -
weakening of that currency during 2005, The currency exchange loss during 2004 was primarily due to losses on
forward exchange contracts that we entered into to hedge our exposure to movements in euro exchange rates,
partially offset by some’ strengthemng of the 311 0s WRIEE IR SR ERNCAIPUCORNE, (AT B T TITE IO L T O VR B
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Other income. Othér income for the year énded Decérber 31, 2005 was $4 1 rmlhon a decrease of
$0.9 million, or 19%, from $5.0 mxlhon in 2004! Dunng the year ended December 31; 2005, we' recogmzed as e
gain of approxlmately $0.7 rnillion on'the sale of 1dle producuon equrpment in Germany and mterest income ‘of
approximately $0.5 million related to settled i issues'in the IRS audits of tax’ years 1995 through 2001 In 2004, we
recogmzed approxlmately $1.1 nnlhon of mtere_st income w1th respect to ‘settled isstes'in'the audlts of tax' years
1995through2001 e Tl e TR R ‘
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Income tax provision. Our effectxve income, tax rate for the year ended December 31, 2005 was 33 9%
compared to 37.6% for the year ended December 31, 2004 In June 2005 we recelved commumcanon from the
Internal Revenue Service indicating that their audits of our federal income tax retiurns for the” years 1995 through
2001 were substantlally complete, with no adverse adjustments 1o research and development eredlts that we claimed
during the period covered by the exammatrons On'the basis of this commumcatnon our provrslon for income taxes
for the year ended December 31, 2005 mcluded a gie-time’ beneﬁt of approxrmately $2.0 million, pnmal‘lly relatéd '
{6 the release of prev1ously-estabhshed reserves taken on research and development credrts clarmed in those years {'
In 2004, we made unfavorable adjustments to pnor years taxes at approxtmately $ l‘l tmlhon
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The Amencan Jobs Creatron Act of 2004 provrded aTimited opporrumty through 2005 to repatnate the )
undistributed earnings of non-U.S. subsidiaries at a U.S. tax cost that could be lower than the normal tax cost on
such distributions. During 2005, we repatnated $23.2 mtllron of dmdends %21 0 mrllton of which quallﬁed
under these provnslons The resu]tmg 1mpact of these dmdends on our mcome tax expense was not matenal

0 anod P

- .
it “d, - I3 LI . B -
r 3 AREPCRPILN S L TP YA ot :

Net income. Net mcome for the year ended December 31, 2005 was; $81.8. mrlhon an mcrease o‘f S b
$10.8 rmlhon or 15%, over net income for,the year ended December 3L, 2004 of $71 0 n:ulhou Basm eamnings |,
per share, .of common stock improved to $2.24 in 2005 compared to S 91 in2004. s> S
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North American segment net income for the year ended December 31, 2005 was $64 1 million, an increase
of $7.5 million, or.13%, from $56.6.million for the year ended December 31, 2004. The improvement in
North American net income was primarily due to the prev1ously-dlscussed sales growth, cost controls and a
lowereffecnvemcometaxrate S TR LS Ton e b e g v
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European segment net income for the year ended December 31, 2005 was $6.3 million, an increase of
$2.5 million, or 68%, from $3.8 million for the year ended December 31, 2004 The increase included
approximately $1.1.million of income related to Sordin which.we acquired in June 2004..The remainder of theé
improvement was primarily related to the previously-discussed sales improvement. T
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International segmerit net income:for the year ended December 31, 2005 was $11.7 million, an increase of:
$1.1 million, or 10%, from $10.6 million for the year ended December 31, 2004. The improvement in
International segment net income was primarily related to the previously-discussed sales growth.

LIQUIDITY AND CAPITAL RESOURCES

Our main sources of liquidity are cash generated from operations and borrowing capacity. Our principal
liquidity requirements are for working capital, capital expenditures, acquisitions, and principal and interest .
payments on outstanding indebtedness.

Cash and cash equivalents increased $16.5 million during 2006 compared to decreasing $31.7 million
during 2005. . .

Operations prowded cash of $62 8 rmlllon in 2006 compared to provndmg $80.6 million in 2005 Lower
cash flow from operations during 2006 was primarily due to the decrease in net income and an increase in
noncurrent assets. Trade receivables were $174.6 million at December 31, 2006 and $169.4 million at
December 31, 2005. The increase in trade receivables during 2006 was primarily related to acquisitions and
currency translation. Trade receivables expressed in number of days sales outstanding were 70 daysat
December 31, 2006 and 68 days at December 31, 2005. Inventories were $137.2 million at December 31, 2006
and $119.7 million at December 31, 2005. Over two-thirds of the i increase in inventory was related to currencies
translation and acquisitions. On a FIFO basis, inventories measured against cost of products sold turned 3.2 times
in 2006 and 3.5 times in 2005. Cash flow from operations in 2005 was $31.7 million higher than in 2004,
reflecting less use of cash for working capital, particularly inventory.

Discontinued operations provided $2.1 million of cash in 200:1, primai'ily through collection of trade
receivables that were reported as assets heId for sale at December 31, 2003. . ‘
Our investing activmes used cash of $50 1 mllllon in 2006 cornpared with using $37.3 million in 2005.
During 2006 and 2005, we used cash of approx:mately $22.7 million and $21.7 million, respectively, for property
additions, primarily production equipment in the U.S. Acquisitions and other investing activities during 2006 and

2005 used cash of $31.3 million and $17.0 million, respectively. In 2006 we used net cash of approximately -
$21.8 million to acquire Paraclete and $7.9 million to acquire Select PPE. In 2005, we used net cash of
approximately $12.8 million for the acquisition of Microsensor Systems Inc. and $2.2 million for additional
co_nsideration on the Sordin acquisition. ‘ '

BN !

Financing activities provided cash of $1.4 milhon in 2006 compared to usmg cash of $72.6 million in 2005.
In December 2006, we borrowed $60. 0 million in private placement debt, primarily to replace short term
borrowing made during the year to fund acquisitions and treasury stock purchases. During 2006 and 2005, we
used cash of $29.9 million and $58.0 million, respectively, to purchase treasury shares. In the current year, we
made dividend payments of $24.8 rrullion compared to $19.1 milliori in 2005 Dividends paid on our common
stock during 2006 (our 89th consecutive year of dividend payment) were $0.68 per share, Dividends paid on our
common stock in 2005 and 2004 were $0 52 and $0.37, per share, respectively.

In April 2004, we entered into an eight year interest rate swap agreement. Under the terims of the agreement,
we receive a fixed interest rate of 8.39% and pay a floating interest rate based on LIBOR. The notional amount of
the swap is initially $20.0 million and declines $4.0 million per year beginning in 2008. The interest rate swap
has been desngnated as a fair value hedge of a pomon of our ﬁxed rate 8.39% Senior Notes.

The fair value of the interest rate swap at December 31 2006, has been recorded as a liability of
$0.9 million that is included in other noncurrent llabllmes with an offsettmg reduction in the carrying value of
the long-term debt. . -
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As a result of entering into the interest rate swap, we have increased cur ekposure to interestTate %< * -
fluctuations. Drfferences between the frxed ratetamounts received and the. variable rate amount paid are .. '
recognrzed m 1nterest expense on an ongomg basis. This rate dlfference resulted in an mcrease in mterest .expense
of approxlmately $0 3 million dunng the year ended December 31, 2006 and reductlons m mterest expense ‘of
$0 1 mllhon dunng 2005 and $0 3 nullron durmg 2004 . e S T

o i T . RS .
_ Long term debt mcludmg the current portrcn at December 31 2006 was $ 114, 6 mtlhon or 21% of total ;
capltal For purposes of this calculation, total capital is deﬁned as long -term. debt plus the current portron of long—
term debt and shareholders’ equity.

»Jn LI S S . SRR
Our. long term debt obltganons at December 31 2006 and 2005 were as. follows I TR
: o RIS t..l"'r.:;,"f e 15,0¢ ,,1_' h i . oot ) Yo [
. o W . 2006 2005
. o ' ,""_ - i'__".i, Lo ol ’ CF (In thousends)
Us. ' DU ' o
Industnal development debt issués payable through 2022 5 46% ....... $ 6750 $10750-" -
o Series B Senior Notes payable through 2006,7.69% ... ...ooe... .. . — #4000 "7
* . Senior Notes payable through 2012,839% ........... P . 139,089 39,070° i
* Senior Notes payable througti 2022,541% ..:0 i ...t 600000 o — T
: Notes payable through 2011 net of unamortized discount of. $l 306 ... 08694 | — . "
Other .................. e e PR - ) 50
International R P
Various notes payable through 2008 5 80% ........................ 38 - 98
-"Total LA L U e LRI e e 14,571 T -53,968
Amounts due Within ONE YEar = .. ..........coooeeereeeeinnnnann., tooe o 2,030 1 813400
Long-term debt « ... ...t e e e 112541 45,834
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. Approxrmate maturities of these. obhganons are $2 0 million in2007, $10.0 miilion.in- 2008"$10 8 million
'in 2009; $12.0 million in'2010, $8.7 million in 2011, and $71.1 million thereafter:.Some debt agreements require

" us to maintain certain financial ratios and minimum net worth and contain resmcnons on the total amount of

~ debt. We were in compliance w1th our debt | covenants as of December 3l 2006 T T

& -
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' Short-tetm bank lines of credit amounted to $80 6 nulhon of which $80. 3 million was unused at’

‘Deé¢ember 31, 2006. Generally, these short-term lines of credit are renewable annually. There are fio significant
comrmtment fees or compensattng balance requirements. Short-term borrowrngs with banks, whtch exclude the
current pornon ‘of long-term debt, were $0 3 million and $0. 7 mlllron at December 317 2006 and 2005;
respecnvely The average month- end balance of total short-term borrowmgs dunng 2006 was $19 7 nnlhon The
maximum month end balance of $62.6 million dccurred at October 31, 2006 The. wetghted average' mterest rates
of short term borrowmgs at December 31, 2006 and 2005 were 5% and 6%, respectively.” Tt

1, .
We belreve our. sources of llqurdrty currently avarlable from our cash reserves on hand cash ﬂow from
operations, and borrowmg capacrty are sufﬁcrent w0 meet our. pnnc1pa1 hqu1dtty requn'ements for at least the next

12months _ L . . -
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: ACCOUNTS RECEIVABLE SECURITIZATION S R '*" e
. F ML ' rol .L.‘,', ' S by 0 R R Y
In, August 2004, we terrmnatecl our. secuntrzanon -arrangement witha ﬁnanc1al 1nst1tut10n under-which Mme :

. Safety Funding Corporation, a consolidated ‘wholly-owned bankruptcy remote subsidiary, could sellupto-; .. »
$30.0 nulllon of eligible accounts receivable to.a multi- seller asset-backed commercial paper.issuer. We "+ *

terminated this arrangement because we no longer requtred the source of funding that the sécuritization provrded.' ‘
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CUMULATIVE TRANSLATION ADJUSTMENTS . : . RTINS

The year -end posmon of thé U.S. dollar relanve to mtemaoonal curreneles resulted in a translation gain of
$10.1 nulhon being credited to the eumulatlve translatlon adjustments shareholders equity account in 2006,
compared to a loss of $11. 1 million in 2005 and a gain of $8.9 million in 2004. Translation gams in 2006 were
primarily related to the strengthening of the euro. Translation losses in 2005 were primarily due to a weakenmg
of the euro. Translation gains in 2004 were prlmanly due to the strengthemng of the euro, Austrahan dollar, and

South Afncan rand. S S » T

DR ST TR RCE T S
COMMITMENTS AND CONTINGENCIES h
We are obligated to make future payments under various contracts, including debt'and lease agreements.
Our mgmﬁcam cash obllgatlons as of December 31, 2006 were as follows:

S N Total 2007 2008 2009 2010 2011  Thereafter
o {In millions)
Long-term debt*..................... nee 81146, $.20, $100 $108. $120 $87. $7LI
Operating leases . . ......... e 27.0- 1. 9 .. 08, 4 7 42 . 28 1.6
Take or pay supply contract ............... 25 1.5, T -, -
Totals ........ U U 1441 " 114, . 168 . 155 162 115 727

* Future interest payments are not ineluded‘ih'thé.tiible above'.' o : S

We expect to make net contributions of $1.7 million to our pensmn plans in 20017,
We have purchase commitments for materials, supphes, services, and property, plant and equipment as part
of our ordinary conduct of business.

In September 2006, we acquired Paraclete. Under the terms of the asset purchase agreement, we issued a
$10.0 million note payable to the former owners of Paraclete. The note is non-interest bearing and is payable in
five annual installments of $2.0 million beginning September 1, 2007. We recorded the note at a fair value of
$8.5 million at the-time of issuance. The: d:scount of $1.5.million is bemg amortized over the term of the note.

P R 3 I A R s R '

Dunng 2003 we sold our real property in Berlm Germany- for $25.7 m1llton re3ultmg ina gam of
$13.6 million. At the same time, we entered into an eight year agreement to lease back the portion of the property
that we occupy. Under sale-leaseback accounting, $12.1 mllhon of the gain was deferred and s being amortized
overthetermofthelease . o C e . o . .

LR

In 2003,,we éntered mto alease agreement wnh BASF pertammg to that portlon of the Callery Chemical
site that is occupied by our, Evans City, Pennsylvama manufacturing operations. The initial term of the lease was
one year with a renewal opuon for ﬁve successwe one year perlods In September 2006, we exerc1sed our, third
one year renewal option. _ - _ . .

Various lawsuits and claims ansmg in the normal gourse of business are pending against us. These lawsuits
are primarily product llablllty ‘claimis. We are presently iamed as a defendant in approximately 2,500 lawsuits
primarily involving respiratory protection products allegedly manufactured and sold by us. Collectively, these
lawsuits represent a total of approximately 16,750 plaintiffs. Approximately 90% of these lawsuits involve ‘
plaintiffs alleging they suffer from silicosis, with the remainder alleging they suffer from other or combined
injuries, including asbestosis. These lawsuits typically allege that these condmons resulted in part from
respirators that were negligently designed or manufactured by us. Consistént with the experience of other
companies involved in silica and asbestos-related litigation, in recent years there has been an increase in the
number of asserted claims that could potentially involve us. We cannot determine our potential maximum
liability for such claims, in'part because the defendants in these lawsuits are often NuMmerous, and the claims
generally do not specify the amount of damages sought...«. . . . “
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With some limited exceptions, we maintain‘insurance against product liability claims. We also maintain a
reserve for uninsured product liability based on expected settlement charges for pending claims and an estimate- *
of unreported claims derived from experience, sales volumes and other relevant information. We.evaluate our
exposures on an ongoing basis.and make adjustments to the reserve as appropriate. Based on information
currently available, we believe that the disposition of matters that are pending will not have a materially adverse
effect on our financial condttron

R ' R L O woed _— W S I LY ..‘i‘,“

“4Ini the normal course of business, we make payments to settle product: habtltty claims and related legal fees =
that are covered by insurance. We record receivables for the portion of these payments that we believe to be .
probable of recovery from insurance carriers. The net balance of receivables from insurance carriers was $18 '4' °
million and $5.0 million at December 31; 2006"and 2005, respectively. We evaluate the collectlbrhty of these
receivables on an ongorng basis and make adjustments* as appropriate, - S ‘

TR I ;’lv:[' h tr;‘:': t

CRITICAL ACCOUNTING POLICIES AND ESTIMATES .« . .« . .

We prepare our consolldated financial statements m accordance with accountrng prmcrples generally
accepted in the United States of America. The preparatlon of these financial statements requires us to make’
estimates and Judgments that affect the reported amounts of assets, liabilities, revenues and expenses, and the
related disclosures. We, evaluate these esumates and judgments o0 an on-going basis based on h\stoncal
experienice and various ‘dssumptions that we beheve'to be reasonable under the circumstances. However drfferent
amounts could be reported if we had used drfferent assumptlons and in ltght of different facts and crrt:umstances
Actual -amounts could dlffer from the estrmates and Judgments reflected in our financml statements

ae
o,

o
We believe that the fol]owmg are the more cntlcal Judgments and estlmates used in preparatlon of our
f‘manctal statements . .

vy : i, VI L P T
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‘ Accountmg for conhngenc:es. We accrue for contmgencres in accordande w1th FAS No. '5 Accounting f for
Cont1ngenc1es when we believe’ that itis probable that a liability.or Toss has been mcurred and the amount can be
reasonably estimated. Contmgencres relate to uncertainties that require our Judgment both in assessing whether :
or not a liability or loss has been incurred and in estimating the amount of the probable Toss. Significant
contingencigs affecting our financial statements include pending or threatened litigation, including product -,

liability claims, and product warranties. ., .

W, [ SR A P AR o
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Product liability. We face an-inherent busmess rlsk of exposure. to. product liability.claims ansmg from the

alleged failure of our products to prevent the types of personal injury or death against which they are designed to
protect. We accrue for our estimates of the probable costs to be incurred in the resolution of product liability
claims. These estimates are based on actuarial valuations, past experience, and our judgments regarding the .
probable outcome of pending and threatened claims. Due to uncertainty as to the ultimate outcome of pending
and threatened claims, as well as the incidence of future claims, it is possible that future results couldbe
materially affected by changes in our assamptions and estimates Telated 1o product hablhty matiers. Our product
llablhty expense averaged less than 1%,of net sales during the three years ended December.31, 2006.,.

I U LT L R A S A P At ¢

Product warranties. We accrue for the estimated probable cost of product warranties at the time that sales .
are recognized: Qur estimates are principally based on historical experience. We also accrue for our estimates of
the probable costs of corrective action-when stgnificant product quality issues are identified. These estimates are
principally based on our assumptions regarding the cost of corrective action and the probable number of units to ..
be repaired or replaced. Our product warranty obligation is affected by product failure rates, material usage, and
service delivery costs incurred in correcting a product failure. Due to the uncertainty and potential volatility of
these factors, itis possible that future results could be materially-affected by changes in our assumptions or the
effectiveness of our strategies related to these matters..Qur product warranty expense averaged less.than 2% of .-
net sales during the three years ended December 31;2006: S e A
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Income taxes. We account for income taxes in accordance with FAS No. 109, Accounting for Income
Taxes, which requires that deferred tax assets and liabilities be recognized using enacted tax rates for the effect
of temporary differences between the book and tax basis of recorded assets and liabilities. FAS No. 109 also
requires that deferred tax assets be reduced by valuation allowances if it is more likely than not that some portion
of the deferred tax asset will not be realized. T A : e

We record valuation allowances to reduce deferred tax assets to the amounts that we estimate are probable
1o be realized. When assessing the need for valuation allowances, we consider projected future taxable income
and prudent and feasible tax planning strategies. Should a change in circumstances lead to a change in our
judgments about the realizability of deferred tax assets in future years, we would adjust the related valuation
allowances in the period that the change in circumstances occurs, along with a corresponding charge or credit to
income. There were no valuation allowances as of December.31, 2006.

We record an estimated income tax liability based on our best judgment of the amounts likely to be paid in
the various tax jurisdictions in which we operate. The ‘tax liabilities ultimately paid are dependent on a number of
factors, including the resolution of tax audits, and may differ from the amounts recorded. Tax liabilities are
adjusted through income when it becomes probable that the actual liability differs from the amount recorded.

Pensions and other postretirement beneﬁls. We account for our pension and postretirement benefit plans as
required under FAS No. 87, Employers’ Accounting for Pensions, and FAS No. 106, Employers’ Accounting for
Postretirement Benefits Other than Pensions. Accounting for the net periodic benefit costs and credits for these
plans requires us to estimate the cost of benefits to be provided well into the future and to attribute these costs
over the expected work life of the employees participating in these plans. These estimates require our judgment
about discount rates used to determine these obligations, expected returns on plan assets, rates of future
compensation increases, rates of increase in future health care costs, participant withdrawal and mortality rates,
and participant retirement ages. Differences between our estimates and actual results may significantly affect the
cost of our obligations under these plans and could cause net periodic benefit costs and credits to change
materially from year-to-year. The discount rate assumptions used in determining projected benefit obligations are
based on published long-term bond indices. We increased the assumed discount rates in 2006, reflecting an
increase in long-term bond rates. : - SR

- t .o :

Goodwill. As required by FAS No. 142, Goodwill and Other Intangible Assets, each year we evaluate for
goodwill impairment by comparing the fair value of each of our reporting units with its carrying value. If
carrying value exceeds fair value, then a possible impairment of goodwill exists and requires further evaluation.
We estimate the fair value of our reporting: units using a combination of discounted cash flow analysis and
market capitalization based on historical and projected financial information. We apply our best judgment in
assessing the reasonableriess of the financial projections and other estimates used to determine the fair value of -
cach reporting unit. . '

*

t

RECENTLY ISSUED ACCOUNTING STANDARDS

In September 2006, the FASB issued FAS No. 157, Fair Value Measurements. FAS No. 157 defines fair
value, establishes a framework for measuring fair value in generally accepted accounting principles, and expands
disclosures about fair value measurements. The provisions of this standard apply to other accounting
pronouncements that require or permit fair value measurements. FAS No. 157 becomes effective on January 1,
2008. Upon adoption, the provistons of FAS No. 157 are.to be applied prospectively with limited exceptions. We
do not expect that the adoption of this statement will have a material effect on our consolidated results of
operations or financial condition. :

In June 2006, the FASB issued FASB Interpretation No. 48, Accounting for Uncertainty in Income Taxes
(an interpretation of FASB Statement No. 109). This interpretation was issued to clarify the accounting for
uncertainty in income taxes recognized in the financial statements by prescribing a recognition threshold and

30




measurement attribute for the financial statement recognition and measuremeént of a tax position taken-or. .t .
expected to be taken in a tax return. This interpretation is effective begmnmg January 1, 2007, ‘ymh the .-
*  cumulative effect of the change in accounting principle recorded as an adjustment to opening ‘tetained earnmgs
"We are currently evaluating our tax positions and do not anttcrpate that this mterpretatmn should have a

significant effect on ourresults : _ R T L
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Item 7A Quantltatlve and Qualltatlve Dlsclosures About Market Rlsk o e

. Lo T Loon PPN S N
Market nsk represents the rlsk of adverse changes in the value ofa ﬁnancml mstrument caused by changes
in currency exchange rates, interest rates, and equrty pnces We are exposed: to market risks related to,currency :
exchange rates and mterest rates.

..... A,,-,fs'» PR LT u Lt
Currency exchange rate sensitivity. We are subject to the effects of ﬂuctuatlonsj in curl'encf( exchange rates
. on various transactions'and on the translation of the'reported financial- posmon and operating results of our-
non-U:S. companies-from local currencies to U Srdollars:-A' hypothetical :10% stréngthening or weakening of the
U.S. dollar would increase‘or decrease 6ur reported sales and net income for the year ended December 31,-2006
by approx1mately $41°0 million and $2.2 million, respectively. When appropriate, we may attempt to limit- éur -
transactional exposure to changes in currency exchange rates through contracts or other actions intended to
reduce éxisting exposures by creatmg offsettmg currency exposures -At December 31 2006, contracts for the
purpose of hedgmg cash ﬂows were not’ mgmﬁcant Teane e T P .
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Interest Rate Sensmvuy We are exposed to changes in-interest rates pnmanly as a result of borrowmg atid
mvestmg activities used 0 maintain quutdlty and fund biisiness operatxons Because of the relatlvely short -
. maturities'of temporary mvestments ‘and the variable.rate natilre of mdustna] development debt these ﬁnancral
instruments are reported at carryrng values Wthh approxtmate fair va]ues e o

t

We hold one interest rate swap agreement whrch is used to hedge the fa1r market value on a portlon of our
3.39% fixed rate long -térm’ debt At Deccmber 317 2006 the swap agreement had a notlonal amOunt of
$20.0 n'ulhon and a fair market value m favor of the bank of $0.9 mllhon The swap will exprre m 2012 Thé
notional amount of the swap declinés'$4:0 mﬂhon Per year begmmng i 2008. A hypothetrcal mcrease of 10% in
“market interest rates would result in a decrease of approximately $0.4 million in the fair value of the interest rate -
swap.,

- *

. e , oM \!' e Fo, - e, [ - L R P

. We have $ 100. 0 rmllron of ﬁxed rate debt which matures at vanous ‘date’s through 2022 The mcremental _
Co increase in ‘the falr value of ﬁxed rate long—terrn debt resultmg from a hypotheueal lO% decrease in 1nterest rates
woilld be approx1mately $2.1 nnlhon excludlng the 1mpact of outstandmg hedge mstruments ‘However our
" sensitivity to interest rate declines and the correspondmg incréase in the fair value of our debt portfoho would
unfavorably affect earnings and cash ﬂows only to, the extent that we elected.to repurchase or retlre all ora
- portion of our. ﬁxed rate debt portfoho at- pnces above carrymg values N
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Item 8. Financial Statements and Supplementary Data. , -+ ~ B T R S T
Management"sk Report:s’ .

FEd . 1 r I - - - . - .
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Management’s Report on pronsnblilty t'or Fmancml Reporting

i TR 4 .
Management of Mine Safety Appliances Company (the Company} is responsible for the preparation of the
financial statements included in this annual report. The financial statements were prepared in accordance with
accounting principles generally accepted in the United States of America and include amounts that are based on’
the Best estimates and judgments of management The ‘other financ1al 1nformat10n contained in this annual report

* . 1. .

is consistent with the financial 'statements. ; 7~ F - ¢ f T Lt c TR et e T T

Tt L et f

Management’s Report on Internal Control Over Fmanclal Reportmg N

LAPEIN o T L R T A T v
Management is respons:ble for estabhshlng and malntammg adequate mternal control over ﬁnancml o
reporting. The, Company’s 1ntemal control over ﬁnanc1al reporting is a process,designed to provide reasonable )
assurance regarding the reliability of financial reporting and the preparatron of ﬁnanelal statements for external
purposes in accordance with generally-accepted accounting principles., © . . . v Rt e
PSS TR A e b . '
The Company s internal eontrol over ﬁnancml reporting 1ncludes pohc1es and procedures that (1) pertam to
the maintenance of records that, in reasonable detail, accurately and falrly reflect transactions. and (dispositions of
assets; (2) provide reasonable assurance that transactions are recorded ds necessary to permit preparanon of
financial statements in accordance with generally accepted accounting principles, and that receipts and . |
expendltures are being made only in.accordance with authorizations of management and the d1rectors of the.
Company; and (3) provide reasonable assurance regardmg preyention or, tlmely detectlon of unauthorlzed '
acquisition, use or dlSpOSlthﬂ of the Company s assets that could have a matenal effect on our financial

statements.

- L4
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Because of its 1nherent hm1tat10ns mternal contro] over ﬁnancral reportmg may, not prevent ‘of. detect
rmsstatements Also pro;ectlons ‘of any evaluatlon of effectlveness 1o future perlods are Sllb_]CCt to, the nsk that -
controls may | become madequate because of changes mn condmons or that the degree of comphance w1th the
pohc1es or procedures may detenorate i e e e

Management assessed the effectiveness of the Company s internal control over financial reporting as of "
December 31, 2006. In making this assessment, management used the criteria set forth by the Committee of
Sponsonng Organ1zat10ns of the Treadway Comrmssmn (COSO) in Intemal Control Integrated Framework
Based on our' assessment and those’ cpterla management ‘has concluded that the Company mamtalned effectlve
internal contro] over ﬁnancral reportmg as of December 3‘1 ‘200,67 Ly e e

Our'managemient’s assessment of thé effectiveness of the Company ] mternal‘control over ﬁnancral
reporting as of December 31, 2006 has been audited by PricewiterhouseCoopers LLP, an 1ndependent registered :
public accounting firm, as stated in their report which appears herein.

/s/ JouNT. Ryan III , ' :

John T. Ryan II1 °
Chairman of the Board
Chief Executive Office

fs/ DENNIS L. ZEITLER

Dennis L. Zeitler
Vice President and Treasurer
Chief Financial Officer

February 28, 2007
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To the Shareholders and Board of Du'ectors of Mine Safety. Appliances Company e SR Ve ,_:

'We have complcted mtegrated audlts of Mine Safety Apphances Company $ consolidated ﬁnanmal
statements and of its internal conttol ‘over financial reporting as of December 31 2006 in accordance w1th the
standards of the Public Company Accountmg Ovemght Board (Umted SLates) Our oplmons based orl 0ur IR
audits, are presented below. e TR et !
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Consol:datedﬁnancralstatements e R R I PR R PR

In our opinion, the acéompdnying consohdated balance sheéts and the related consohdated statements of
income, cash flows, and changes in retained earnings and other comprehensiVe income présent fairly?in all
material respects, the financial position of Mine Safety Appliances Company and its subsidiaries at
December 31; 2006 and 2005, and the results of their operations and their cash flows for.each of the three.years |
in the period ended December 31, 2006 in conformity with accounting prmc1ples generally accepted in the
United States of America. These financial statements are the responsibility of the Company’s management Our.
responsibility is to express an'opinion on these financial statements based on our audits. We conducted our audits
of these statements in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit of financial statements includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing
the accounting principles used and significant estimates made by management, and evaluating the overall
financial statemnent presentation. We believe that our audits provide a reasonable basis for our opinion.

As discussed in Notes 8 and 11 to the consolidated financial statements, Mine Safety Appliances Company
changed the manner in which it accounts for stock-based compensation and defined benefit pension and
postretirement benefit plans in 2006, '

+

Internal control over financial reporting

Also, in our opinion, management’s assessment, included in the accompanying Management’s Report on
Internal Control Over Financial Reporting, that the Company maintained effective internal control over financial
reporting as of December 31, 2006 based on criteria established in Internal Control—Integrated Framework
issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSQ), is fairly stated, in
all material respects, based on those criterta, Furthermore, in our opinion, the Company maintained, in all
material respects, effective internal control over financial reporting as of December 31, 2006, based on criteria
established in Internal Control—Integrated Framework issued by the COSO. The Company’s management is
responsible for maintaining effective internal control over financial reporting and for its assessment of the
effectiveness of internal control over financial reporting. Our responsibility is to express opinions on
management’s assessment and on the effectiveness of the Company’s internal control over financial reporting -
based on our audit. We conducted our audit of internal control over financial reporting in accordance with the
standards of the Public Company Accounting Oversight Board (United States). Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether effective internal control over financial
reporting was maintained in all material respects. An audit of internal control over financial reporting includes
obtaining an understanding of internal control over financial reporting, evaluating management’s assessment,
testing and evaluating the design and operating effectiveness of internal control, and performing such other.
procedures as we consider necessary in the circumstances. We believe that our audit provides a reasonable basis
for our opinions.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles. A company’s internal control over financial reporting
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includes those policies and procedures that (i) pertain to the maintenance of records that, in reasonable detail,
accurately and fairly reflect the transactions and dispositions of the assets of the company; (ii) provide reasonable
assurance that transactions are recorded’as necessary.to permit preparation of financial statements in accordance
with generally accepted accounting prmc1ples and that receipts and expendljtures of the company are being made
only in accordance w1lh authorizations of managemem "and directors of the -company; and (iii) prov1de ‘reasonable
assurance regardmg prevcntlon or timely detection of unauthorized acqunsnmn use, or dlsposmon of the .
company's assets that could have a material effect on the financial statements. '

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk'that
controls may become inadequate because of changcs in conditions, or that Lhe  degree of compliance, w1th the
policies or procedures may deteriorate. | - . o A

PR EE My S T T oL, . Lot el
/s/ PRICEWATERHOUSECOOPERSLLP ~~"~ " = ° "
PricewaterhouseCoopers LLP s e : -
Pittsburgh, Pennsylvania - oot T e ’
February 28, 2007

-t
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' MINE SAFETY. APPLIANCES COMPANY

CONSOLIDATED STATEMENT.OF INCOME
(In.thousands, except per.share amounts)

Year Ended December 31 o 2006

¢

2005 -

13
H

2004 -

Netsales ..., EURT PP <., $913,714
~ Other income ..., " ... AU et Bl T 5384

$907,912  $852,509

4,058

*5,004

¢ . R . . .‘ A o ‘_ B ,‘ '.‘.? ) ,'- -'i[,;‘ ‘9]9,098

9

11,970

857:513

Costs and expenses : . _ T
. Costof products sold ~.. LS Cegresean. . 568,410
> Selling, general-and administrative .................... e T215,663

' Research and development .. ... . ... e LLSELLT 26,037

" Restructuring and other charges . ....................... e wuo-- 6,981
CILEIESE T L e e e i e 6,228

(EER

558,921

201,367

21,928

5,484
474

518,174
198,714
22,648

Fo0a s

3,845 |
264

7

88,174

743,645

I

23,796

., 42,013

113,868
42,821

81,783

71,047

$

2.24

$ . 191

$

2.19

$ 186

Currency exchange losses . ............. R L AR AR 0 K]
N R - . . . Fi . . —

' 826,458
Income'before income taxes . ... . .. P Lt el e 92,640
Provision for,income taxes ........ e, e e 28722
Netincome {..........0%.... N e s 83918
Basic earnings per commonshare ......... ... ... .. P %176
Diluted earnings per common share .. ........... ... ... 00, $ - 173

.U . 4 - : R i A} :
. $F
. q s i : -
’ N o :'.i.: . "+
4 , A
. et I '
. ' it *
i .I."; , . !:‘:, LI LRI P
i L .
1 LS S L O
: Ml 1
] AL . 4
.
3 'R Lt y 1 .
I ‘ ‘ N .-‘ J ! -
[T ’
e ¥
L s S R :
i r 4 Lo Tyt s
RS PR S It .
. . . > I Bl
T T, 1 - 3
¢ .. LIS

- See notes to'consolidated financial statements’
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*(In thousands, except share amounts)"*

December 31 . - 2006 - 2005,

Assets - . - . . _
Current Assects Cash and cashequivalents ... ...... ... ... ... $ 61206 $ 44,797
- Trade receivables, less allowance for doubtful accounts of
85574 and 86,041 L. e 174,569 169,436
InVenIOTIES « . . o i e e 137,230 119,731
Deferred tax assets . . ... 18,577 17,868
Prepaid expenses and other current assets . ... ... ........ ..., " 25,187 25,394

Total CUTTEN ASSELS - ......vuvnennensieneyenn, . 416,859 ° 377,226

Property B Land.......... e e U . .. 4448 4,815
: Buildings ......... AP 85,269. 83929

Machinery and equipment . ........ ... ..ol 281,965 268,167

Construction in progress . ................ e e 7279 4,686

s 21 R PP A 378,961 361,597
Less accumulated depreciation .................... ... ... - (258,310) (245,388)

_ N NELPIOPEITY .« o v vtvveeeeeaeeiiiaieanennneneaaes.a, 120,651 116,209
Other Assets Prepaid pension cost ........... ... i 211,018 140,575
: Deferred tax assels . . ... . i P 29,676 19,364

Goodwill ... . e e vev. 19360 55,654

Other DOMCUITENE BSSELS ... eneee et 41,056 16,329

Total .. 7o AT [, 898,620 725357

Liabilities -

Current Liabilities Notes payable and current portion of long-term debt .......... $ 2340 $ 8,808
Accountspayable .. ... ... e 39,441 40,935
Employees’ compensation . .........ooveiiiiiiiiiionan. 20,931 18,483
Insurance and product liability ................ ... ... ..., 15,588 13,807
Taxes ON INCOIMIE .. v v e e e e ieetranen s saaansnens 8,654 7,063
Other current liabilities .. ........ . ... it 40,481 41,763

Total current Habilities . ... ....vooeeereneeeirenareenns 127,435 130,859
Long-Term Debt 112,541 45,334

Other Liabilities Pensions and other employee benefits ..................... 110,966 80,6536
Deferred tax liabilities . . ... ... ..o it i e 100,969 75,511
Other noncurrent liabilities . ........ ... oo, 8,856 10,100

Total liabilities . . ......... ... .o 460,767 342,960

Shareholders’ Equity

Preferred stock, 4 V2% cumulative, $50 par value (callable at

20 4 ) T 3,569 3,569
Common stock, no par value (shares outstanding:

- 2006—36,015,416 & 2005—36,545,984) . .............. 57,826 50,887

Stock cOmPensation trust . .. ... vve e e iiiian e (14,350) (15,667)
Treasury shares, atcost . ........oiiiivvn e vaanaaaannnns (231,299) (201,312)
Deferred stock compensation ...............coiieiereaan, (1,836) (2,218)
Accumulated other comprehensive income (loss) ............ 28,090 (9,571)
Earnings retained in the business . ................oo0a 595,853 556,709

Total shareholders’ equity . ...... ... ... ... i it 437,853 382,397
Total .....ooveve i e ... 898,620 725,357

See notes to consolidated financial statements.
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MINE SAFETY. APPLIANCES COMPANY

A CONSOLIDATED STATEMENT OF CASH FLOWS "
W i(n thousands) A

Year Ended December 31 o : 2006 2005 2004
0perating Activities' ..""
N NCOMIE o e e e e e $63918 & B1,783 % 71,047
-~ Depreciation and amornzatlon- e 22,147 24345 25,496
Pensions ...!0. . .o ol C e (4,147).. (6,104). .(7;188)
* Net (gain) loss on sale of investments and assets ......... e e (2 08 1) 408y * 63
“~Restructuring and other charges ... ... e e e 4,843 = S =
-+ " Stock-based compensation . ........ .. .. . i SR e 0039340 0 1,356 895
- Deferred income taxes ............... [P e P P _(1,93_2) - 2294 7,106
- Other noncurrent assets and hahlhtlcs ............................ (17,883) (1,674) (1,159)
Other,net ............:! LU e e Lee. 905 - (1,388) - 836
Operating cash flow befé’rg changes in working capital "........... 69,704 ' 100,204 '}" 97,096
. Receivables . e L 4,176 (17, 080) (23 519)
-~ Inventories .............. e e e .. e 8374 (1 348) r(27 422)
. Accounts payable and accrued liabilities . . .. .. e e (6 362) .5, 057 ... 5070
j Prepaids and other current assets .......... e [, o 699 (6 190) {4,390)
" ‘Increase in working capital . ........ SURRUROT SRR T 6861y (19,561)" (50.261)
Cash flow from continuing:opc'rations ...... S Lo o 0T 162,843 " 80643 46 835
Cash flow from discominued operations .......... AT, e = — ‘3, o6t
‘Cash Flow From Operatlng Actlvmes ............. P 62,843 80,6437 48,896
lnvestlng Activities, . o T q'_,' L,-._ .. : . R,
- Property additions .. ...... e e e PR oy (22738, (21664) (27,330)
Property dlSpOSﬂlS‘ ................ P e PR e o 3,887 .0 01,320 ., 883
. 'Acquisitions net of cash acquired and other investing . .............. (31,301) (16 955) (6,391)
.Cash Flow From Investmg Actmtles ............ e ‘ (50,14-8) (37.299) (32,838)
Financing Activities - o ‘ R J‘ : ‘ 1 L
Proceeds from long-term debt e U Vooos9819 T T T
Payments on long -term debt ¥ : .............. e < (8,134)  “(4,120) -*-(5,023)
Proceeds from (payments on) short—t.erm debt ........... .. .. el (230) (1473 . 566
Cash dividends- . . . ... AR At T S S Wesleoos 1(24,774) (19,053). --(13,758)
Company stock purchases . .. .. ......ovine e, (29,893)  (58,012)- "(6,122)
Exercise of stock options . ...........cciiieiiiiiiii i 1,900 4,707 4910
Excess tax benefit related to stock:plans ..« % s, o0, ol 0k 2,703 - 15361 .. 4,946
Cash Flow From Financing Activities. .. ........................ 1,391 (72,590) (14481
Effect of exchange rate changes on cash .. .., .. s [ A 2413 (2,502) . | 1,724
Increase (decrease) in cash and cash equxvalents .................... Schr . 164990 (31,948) 0 3301
Beginning cash and cashequivalents ................................. 44,797 - 76,545.-..73,244
Ending cash }ind‘casl) equivalents . ... ... i LS 761,296 0 < 44,797 1. 76,545
Supplemental cash flow information; -
Interest payments ... ... .ottt e $ 5650 § 5315 $ 4632
[ncome tax payments ..........ooniiiiiiiii i 17,099 34,060 37,329

See notes to consolidated financial statements:
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MINE SAFETY APPLIANCES COMPANY

CONSOLIDATED STATEMENT OF CHANGES IN RETAINED EARNINGS AND
OTHER COMPREHENSIVE INCOME
(In thousands)

Accumulated )

Other ’ )
‘Retained  Comprehensive Comprehensive
Earnings Income Income
Balances January 1, 2004 ...................... e . $436,690 % (6,037)
Netincome .......ivoveiunnie.ns s e Lo 471,047 ,— $ 71,047
Cumulative translation adjustments ....................... o= . 8904 - .. 8,904
Minimum pension liability adjustments (a) .................. — - (1,074) (1,074)
Comprehensive income ..o e —_ — " 78,877
Common dividends ............ . ‘; .. e (13;714) - R
Preferreddividends......'................. .............. (44)'! —

Bzilances December 31, 2004 ........ P . 493979 1,793 .
Netmcome e e e e 81,783 - . $ 81,783
Cumulaliye translation adjustments . ...................... ) —_ (11,070) (11,070}
Minimum pension liability adjustments (a) . ... .. e o — (294) 294)

: Comprehcnsnve income .. ... I PR — —_ 70,419
Common diwdends e (19 011) -
Preferred dividends ....... P e ) (42) =

Balances December 3L2005 ... e E 556 709 . (9.571) .
Netincome .. .........: e e e, S 63, 918 " $63918
Cumulative translatlon adjustments ....................... — 10,083 - 10,083 -
Minimum pension liabihty adjustments (a) ... ............... — 1,027 - 1,027

- Adoption of FAS No 158 net of tax of $16,932 ... ........ _ 26,551 —
Comprehenswe INCOME ...o.nnnn e PR — —_ 75,028
Common dividends e e ‘ (24,732) B
Preferred dmdends .................................... ‘ (42) —
Balances December 31, 2006 ....... e e 595, 853 28,090

(a) —Minimum pension liabihty adjustments in 2006, 2005, and 2004 are net of income taxes of $260, $189,
and $383 respectively. .

Components of accumulated other comprehensive income are as follows: ",

: . 2006 * 2005 - 2004
Cumulative translation adjustments .- .s.........ooovvvere.n.ns e $ 3 023 * $(7,060) $ 4,010
‘Minimum pension liability ad]ustments R A S - , (2,511 (2,21
Adoption of FAS No. 158 R AR EE T R PPPPPPY . 25,067 —_- —
Accumulated other comprehenswe INCOME . .ttt e ienenns e : 28,090  (9,571) . 1,793

See notes to consolidated financial statements.
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- MINE SAFETY APPLIANCES COMPANY
"NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -

Note 1—Significant Accounting Policies-;s, - :+ -+ <.

B } P . oo . o

Use of Estimates—The preparation of financial statéments in coriformity with accounting principles
generally accepted in the United States of America requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contmgent assets and liabilities at the date
of the financial statements and the reported amounts of revenues and expensés during the reportmg period.
Actual results could differ from those estrmates.

Pnnaples of Consolldatwn—The consolrdated ﬁnancral statements mclude the accountsof the company
and all subsidiaries. Intercompany accounts and transactions are ellmmated Certarn prior, year amounts have
been reclassified to conform with the current year presentatlon

I © . . [ O

Currency Translation—The functional currency of all significant non-U.S. subsidiaries is the local
currency. Assets and liabilities of those operations are translated at year-end exchange rates. Income statement
accounts are tmnslated using the average exchange rates for the reporting period. Translanon adjustments for
these. compames are reported as a component of shareholders equity and are not included in income. Foreign
currency transaction gams and losses are included in net mcome for the reportmg period. ‘ . 1

Cash Equwatems—Cash eqmvalents lnclude temporary deposrts w1th ﬁnancral mstltutlons and hrghly
llqurd investments with original maturmes of 90 days or less

P : - : [

I

Inventones—lnventones are stated at the ]ower of cost or market Most U.s. rnventorles are valued on the
last-in, first-out (LIFO) cost method. Other inventories are valued on the average cost method or at standard costs
~ which approximate actual COSts.

LT T L LU IR SR S

Property and Deprecmtwn—l’roperty is recmded at cost Deprecratron is computed usmg stralght-lme and
accelerated methods over the estlmaled useful lives of the assets. Expenditures for srgmﬁcant renewals and
rmprovements are caprtallzed Ordmary reparrs and mamtenance are expensed as 1ncurred Gams or losses on
property dispositions are included in mcome and the cost and related depreciation are removed from the
accounts.

Goodwill and Other Intangible Assets—Goodwill and intangible assets with indefinite lives are not
amortized, but are subject to impairment write-down tests, We test the goddwill of each’of ‘our reporting units for
impairment at least annually. For this purpose, we consider our reportable business segments to be our reporting
units. Fair value is estimated using discounted cash flow methodologies and market comparable information.
Other intangible assets are amortized on a straight-line basis over their useful lives.

Revenue Recognition—Revenue from the sale of products is recognized when title, ownership,-and the risk
of loss have transferred to the customer, which generally occurs either when product is shipped to the customer
or, in the case of most U.S. distributor customers, when product is delivered to the customer’s delivery site. We
establish our shipping terms according to local practice and market characteristics. We do not ship product unless
we have.an order or other documentation authorizing shipment to our customers. We make appropriate
provisions for uncollectible accounts-receivable and product returns, both of which have historically been
insignificant in relation to our net sales. Certain distributor customers.receive price rebates based on their level of
purchases and other performance criteria that are documented in established distributor programs. These rebates
are accrued as a reduction of net sales as they are earned by the customer. -~ ...~ <0 0 . R

- G 7 *

Shipping and Handlmg—Shrppmg and handlmg expenses for products sold to customers are charged to
cost of products sold as incurred. Amounts billed to customers for shipping and handling are included:in.net
sales o U TN e
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MINE SAFETY APPLIANCES COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Product Warranties—Estimated expenses related to product warranties and additional service actions are -
charged to cost of products sold.in the period in which the related revenue is recognized or when significant
product quahty issues are 1dentlﬁed :

[ " .’Ln * s . : . . EPEC
Lo T T R s oL
Research and Qevelopment—Research and delvelopnlent costs are expensed as incurred.
o ' ! . AT T “ ! — Lo e e R I . -

Income Taxes—Deferred income taxes are provided for temporary differences between financial and tax
reporting. Deferred tax assets and liabilities are measured using enacted tax rates in effect for the year in which
those temporary differénces are expected to be recovered or settled If it is ‘more hke]y than not that some pomon
or all’of a deferred tax asset will not be realized, a valuatron allowance is recogmzed No provision is made for
possible U.S. taxes on the undistributed earnings of foreign ‘subsidiaries that are considered to be reinvested
mdeﬁmtely

T e e P S I N SRR TUR « 4 . .

Stock-Based Compensation Plans—On January 1, 2006, we adopted Statement of FAS No. 123R, Share-
Based Payment which requires that we recognize compensation expense for stock-based compensauon based on
the grant date fair value. Except for rettrement-ellglble employees ‘for whom there is no requisite service penod
this expense is recognized ratably ovér the requisité service pétiods following the'date of grant. For retirement-
eligible employees, this expense is recogmzed at the grant date. We elected the modified prospective appllcauon
method for ‘adoption and prior period financial statements have not been restated. Prior to January 1, 2006, we
accounted for stock-based compensation in accordance with the provisions of APB’ Opmlon No. 25, Accounting
for Stock Issued to Employees and related interpretations, using t the mtrmsm value method, which resulted inno
compensatlon expense for stock opuons , ’ ot vt

Derivative Instruments—We use derivative instruments to dampen the effects of changes in currency
exchange rates and to achieve a targeted mix of fixed and ﬂoatmg interest rates on outstanding debt. We do not
enter into derivative transactions for speculative purposes and'do not hold derivative instrurnents for t.radmg
purposes. Changes in the fair value of derivative instruments desngnated as fa1r value hedges are recorded in the
balance sheet as adjustments to the underlymg hedged asset or habtllty Changes in the fair value of dertvatwe
instruments that do not quallfy for hedge accoufting treatment are recogmzed in the income statement in the
current period.

oo e o o vt . e
Note 2—Restructurmg and Other Charges . - e S
During the year ended December 31, 2006, we recorded charges of $7.0 million ($4.4 mllllon ‘after tax)
primarily related to the Project Outlook reorgantzatton plan in North America, Wthh wis tompleted during the

first half of the year. ot ;

Project Outlook was designed to ensure that our North American management teams, employees, product
design processes, and operational functions are fully aligned with our.strategic goals and the needs of our * *
customers. The reorganization of business and.support functions in our North American operations is expected to
result in cost reductions and a higher degree of collaboration, focus, and efficiency. A significant portion of the .
cost reductions resulting from Project Qutlook is being realized from a focused voluntary retirement incentive -
program (VRIP) that was conipleted'during the first quarter of 2006. In January 2006, approximately 60 -
employees elected to retire at the end of February under the ternis of the VRIP. Restructuring charges for 2006
include $5.3 million for VRIP retirees, primarily special termination benefits, $0.7 million in severance costs
related to additional staffing reductions that were made at the end of January 2006, and $0.5 million related to the
relocatton of various employee work groups wntl'un the new orgamzatlonal structure

Dunng the.year ended December 31,-2006, we recorded $0.5 rrulhon ($0 3 nulhon after tax) in severance
costs related to our plan to discontinue manufacturing operations in Britain.
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MINE SAFETY. APPLIANCES COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-+(Coritiniiéd) _ .
. Note 3—Inventories : gl e e e e

December 31

T N 2006 2005
. wta . (In thousands)
- ‘j Finished products T '”‘_"‘""—“" e ¥ $ 55,764 § 49,073
Yo Workmprocess..'. .'.'..‘.'.'.‘..’.l.l.r.\..',f R S S 242037 - 24,096
o Raw materials and supplles ........... e 157263 .- r"“46 562"’ g
Total LIFO inventories ................. PR L 131230, e AL T
B Excess of FIFO costs over LIFO Costs .............. e @, sia’ 41604 " -
.+ Total FIFO inventories ... Zivon v .'.,'.;:' c 179,744-1 161,335 L)
i : eat S £ T A I e L I TIA: A

Invcntones stated on lhe LIFQ basis represent 36% of the total 1nventoncs at both December.31,,2006 and »
2005. . R LS S PRI D
9 . . <o .- Foote, ien®

Reductions in certain inventory quantities dunng 2006 and 2005 rcsulted in hqmdatlons of LIFO.inventories
carried at lower costs prevailing in prior years. The effect of these liquidations on cost of sales and net income:s. !

was not significant in either year. - -- C e Coe o al
g - - RS -- - U IT S T72 S 1 SN
‘Note'4—Capital Stock -# + ~ (17Tl ol iR M T e
g s P .. 7 VST PO S L
+  Common stock, no par value——lSOOOOOOOshares authorized. N S T

. Second cumu]atrve preferred voting stock, $10 par value-=-1,000,000 shares authonzed none issued:

T e
« 4 Vz% cumulatlve preferred nonvotmg stock $50 par value—lOO 000 shares authonzed 71 373 shares

issued and 52,841 shares ($1.8 million) held in treasury; no treasury share purchases in 2006, treasury .
share purchases in 2005 and 2004 of 105 shares, $5, and 1,182 shares, $56, respectrvely (share purchase

(i 4+ dollars mthousa.nds) $o1E - . RERTIRRA NUSREC PR F RS,
diE ‘H' .'.l R S S/ S S P © A WU oo S0 g
-~ PO, [ PP e - - '
O L it CLEEYE U A VYL YIS LR PR 20 I IUE TN S SPST MRS SR (R TS B

wora Tl e e e B e G T et et et L
E L P A I PRT A R R N A 12 $TRYF1S ML PDRE DR LIEENIN PR ERLU IV PN O
I R | T I T ML R R BTN TR TR B PSR 1 Lo B UR I
B TP Yt B O B EYT O RTINS RO LA S Cw e el

T 2 o Y Y T I S I L0 S LU (IR i< AR Aoy A LN TR SO SO BN PRI . M
T O I L A A IR LR LIS VR B URPI S TR 1T
O e S N ATTA AU (b T PR (PR S S SN (RO - DR TRPE T R L | P
R A T P N I
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MINE SAFETY APPLIANCES COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Common stock activity is summarized as follows:

: Shares ' Dollars (In thousands)
- S Stock Stock
Co ) Shares Compensation Shares in Shares Compensation Treasury
] Issued Trust Treasury Issued Trust Cost

Balances January 1,2004 ... ... .. 61,740,327 (3,711,231) (21,101,112) $31,187  $(19,385) $(135.483)
Restricted stock awards ......... R 45,098 — 918 . 23. —
Stock options exercised ......... — 519911 — 2,197 2,713 —
Tax benefit related to stock ' . ' " '

plans ...\ ... ... - —_ = 4946 - — —_—
Treasury share_s purchased . ...... — _ {151,607 —_— = (6,066)
Balances December 31,2004 . . ... 61,740,327 (3,146,222) (21,252,719) . 39,248 (16,436}  (141,549)
Restricted stock awards ......... -~ 42440 10,438 .= » 2286 - 54, _
Restricted stock awards .

forfeited ................... ' — — (1e1) — — (6)
Stock options exercised ......... oo 298,624 . 134,659 CL—. 3,992 715 ¢ v o—
Tax benefit related to stock . . T - - S ' .

plans ... ... i il — — — 5361 + — - —
Treasury shares purchased ....... — — (1,281,402) — — (58,007
Balances December 31,2005 .. ... 62,081,391 (3,001,125) (22,534,282} '50,887 (15,667)  (199,562)
Restricted stock awards ......... — 47,738 ‘ — 1,674 249 —
Restricted stock awards S o - ' ’ .

forfeited ................... e — — . (2,346) . — —_— 94)
Stock options exercised ......... —_ 204,375 — 832 1,068 —
Stock optionexpense :.......... ' -_ — " -, 1,730 ¢ — . L —
Tax benefit related to stock - St o

plans .................. L - = — 2,703 — —
Treasury shares purchased . ...... — — (780,335) _ — {29,893)
Balances December 31,2006 ... .. 62,081,391 (2,749,012) (23,316,963) 57,826 (14,350)  (229,549)

The Mine Safety Appliances Company Stock Compensation Trust was established to fund certain benefit
plans, including employee and non-employee directors’ stock options and awards. Shares held by the Stock
Compensation Trust, and the corresponding cost of those shares, are reported as-a reduction of common shares
issued. Differences between the cost of the shares held by the Stock Compensation Trust and the market value of
shares released for stock-related benefits are reflected in shares issued.

The Sharcholder Rights Plan, under which each outstanding share of common stock was granted one-ninth
of a preferred share purchase right, expired on February 21, 2007. Under the terms of the Plan, the rights were
exercisable for a fraction of a share of preferred stock, only if a person or group acquired or commenced a tender
offer for 15% or more of our common stock.




MINE SAFETY APPLIANCES COMPANY o
NOTES TO CONSOL[DATED FINANCIAL STATEMENTS—-(Contmued)

$g

'NoteS—-SegmentInformatlon e om o e AP I AR

"

We are organized into three geographnc operaung segments North Amenca Europe and Internatlonal We
are engaged in the manufacture ‘and ‘sale of safety equipment, including respu‘atory ‘protective equlpment “head
protection, eye and face protectlon hearing protection, safety clothing, mdustna] emergency care products,

_mining safety'equipment, thermal imaging cameras, and momtonng instruments. Reportable segment

. mformatlon 1s presented,in the followmg table: o o RTE
I RS North e * Reconciling"?> Consolidated
e T oo America Europe International Hems - : Totals
a e e o : {In thousands) . .
2006 L A L A
. Sales to external Customers . ., ........... $503,357 $219241 S$19L,116 $ — = $913.714
. Intercompany sales .................... 39,888 82,936 5676 - (128,500) —
Netincome . ........ueerrveunnennen. 42,658 8,851 13,087 - °° ; (678) - - ‘63,918
- Total assets ... .. e .- 609913 249,073 109,027 (69,393)" 898,620
" Interest incéme . ST S Tr436 ‘458' Cte37 0 v231 T 3062
Interest expense NS *’ .‘i-. e 5 998 Pl 88' T p4] et e 1R 6228
¥ Noncash items: ! To. ™ el T Ll .:»c‘} . R T o
‘ Deprec1at10n and amortlzatlon ....... 14,_200 5456 - 2491 _— 22;147.
Pension income (expense) .......... 4,697 (4 569) (824) - (696)
Equity in earnings of affiliates > ......... 277 — © 109 . — 168
Income tax’ pr0v1510n e, 17,844 4908 - 5,111 ;- 859 28,722
Investments in affiliates :. . ........... 221 - 410 — 631
Property additions .. ........: e 11,734 6,791 . 4,209 Ceemr 022,734
. Net property .............. e 83,540 24,358 42,753 — ., 120,651
2005 o o : - ' . ' '
Sales'to external customers . ... ....:.:. 566,501 * 180,493 7160918 ¢ —' - 907 912
Intercompany sales ........ 0. ... ... .. 39,083 70,099. ., 4.831 (114 013). —
Netincome ......i77:0 ... 0., 64,149 6,321 11,659 (346) 81,783
Total-assets*". . . . . e e oo 492964 200611 87 S13. .- '(55,731):+ 725,357
Interest mcome e e e e 1,067 301 w326 . .. 566 . 2,460
Interest expcnse e 5295 74 “"1is . — . 5484
Noncash’items: * - - Coo ' IR
Depreciation and arnoruzatlon ......... 17,138 5,286 - 1,921 - . = 4 24,345
" Pension i mcome (expense) ........... 10,542 (3,762)  (676) — - 16104
Equity.in earnings “of affiliates ........... ' iy o — - T8 -2 (132)
Income tax provision .................. 30,578 7,138 4,663 (366) 42,013
Investments in affiliates . ... e - 344 . — - 301 - — 645
Property additions ..................... 12,764 5924 - 2976 — 21,664
Netproperty ...........ccovvvueennnn. 85,236 . 20,464 10,509 — 116,209 -
2004 . . 7 ‘ . LR .
Sales 10 external CUSIOMETS . .. . vvvvvnn. . 557,109 ' 167,300 . 128,100 —_ 852,509
Intércompany sales .................... 29,654 57,453 3,883 (90,990) —
Netincome ... ... .. .cuiiirenrnneenr, 56,594 3,771 10,571 111 7 71,047
Totalassets ..... . ..........¢ccvevnen.. 469,555, 221,447 80,574 (37,466) 734,110
Interest income .............. e 1,613 187 387 527 2,714
~ _ Interest expense . . . .. D, 3,622 61 162 — 3,845
Noncash items: _ A
. Depreciation and amortization :...... 18,682 5,212 1,602 —_ 25,496
‘Pension income (expense) .......... 11,687 (4,002) (529) 32 7,188
Equity in earnings of affiliates ........... —_ -_— . 56 — 36
Income tax provision .................. 33910. 4,937 3,689 285 42,821
Investments in affiliates .....:.......... 366 — 209 — 575
Property additions . ......... e 16,238 6,440 . 4,652 — 27,330
Netproperty .........ccvveivnnnan..n. 90,121 23,505 10,090 — 123716
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Reconciling items consist primarily of intercompany eliminations and items reported at the corporate level. -

PeTEE I Y LI ”.;, L A hT. , A “"J'J hdah, nl-‘ YT S Y L AF

" i, o
Gcographlc mformatton for salcs to extemal customers based on country, of ongm

[ T B

T PV AT b My -.na;..: 7 2006 ,1!2005 T VR

ATt e L b T (g phousands) ¢ v
URIted STAES . o vvvvvtereeiraseanree s "$500,398 "/ * $560,107 ''$544,707 e
i GEIMANY, - ate s i 99,955 73,903 70,281
bl Other miri. ... enn UL L s, L. 313,361 273,902 237,521
Total ....... B U 913,714 907,912 852,509 Lor
A . e : A A .. . N e T oL
TSI Vi R ‘f.f'e}.?."?. . F T IR (LN T o

Noteﬁ—EarmngsperShare L -ng SR i o o ) T

) Bas1c eammgs per sharc is computed on the welghted avcrage number of common shares outstandmg durmg
the period. Diluted earnings, per share mcludes the effcct of the weighted average stock options ou,tstandmg
durmg the period, using the treasury stock method. Antidilutive options are not considered in computing diluted

edrnings per share. Lo L RO . TR TIC (R BN WA
e, s s il r g Ty . . T P R ST I O
B - BT : S . 2006 .. 2005 .o 2004 oy
Yo o it A w7 S (In thousands, - + ' T .''
100 Mt - T O except per share amounts).
"L Netincome ....%.v....... VAV LA oo 0., $63918.  $81,783 ..%71,047

{ Preferred stock dividends ... . "..b. ... S0 ie L. L@y - @)@

... 63876 .. 81741, 700,
$ 176 $ 224§ 190
"$ 1738 219 . $ 186

'.=r_~.: Basncsharesoutstunthng ....... ,,;:'*.".!_......:,:: 36,366° - 36,560 " 373111 Co
7% Stockoptions ... ......iiiiiei... Lt 582 7417 1019 'L

“.* +. Diluted shares outstanding .....:7....... wibedon 36,928 . ~37,301 -+, 38,130

b

J:;;' v g . "\l"‘. !‘."‘ \:1 PTG JEE L I o1t D e
.-+, Antidilutive stock options ........... ™ 37_6. g 195_ e T
(AW fade P N e . R R
ey - s . R < ] L Y R AT r
n - BRIERN PR VPR .. Lo TR
.J!‘_--.' —_ ’:":.i‘!‘ ',",...4 P .,




MINE SAFETY APPLIANCES COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—{Continued)

Note 7—Income Taxes ..
g o

- - 2006 2005 2004
s . ,\,.- R e ([r!;hoysands) .

Components of income before income taxes IR nh AT and AT
U.S.income ...... et A eyt $53, 488 $112,731  $ 84,896
Non-U.S.income .. 5. . vvveeeiinnann. .. S oLl 42527 ‘40764 28,229
Currency translanon gams ......... e e - 880” P 106 647
Eliminations ...... . e P o (6 255) (29 805) 96
Income before income taxes ... ........ ., e 92,640, 123796 113,868
Provision formcometaxes B A AL L o
Current i . . .. . . . [ i

Federal ... ft_'.'.v ................... S e e «13,653" ;723,259 24,016

State .....:. ... ... S P e e 2,663 6,352 4,566

N'on-U.S...:.:“.f ......... e e e N .. - 14,338 --10,108+ 7,133

Total current provision. ....... T e Cloolioon ol 306547 39,719 35715
Deferred ' . . . " ‘ S o

Federal . ..., ettt 391 .7 .4610 ¢ 3403

State .. ... e SN e e = (aey 4 219 1,025

Non-US.. ..o 0o DD e - (L162) . 16147, 2678

"I“otal deferred provision . . . . .. S, NP S § K% 7)) 2, 294 7,106
Provision for income taxes-..................lo...... Ll o '2'3,#'2'2"' 42 013 - 42821

Reconmhallon of the U.s. federal income tax rates to our effective tax rate

v e o - T e T L T TR R
2006 2005 - v 2004
U.S. federal income taxrate .......... e e e 35.0%, C35.0% 35.0%
State income taxes—U.S; ... 170 S I L L e R g 0 gy
Taes ori'nori-U.S. income ..~ 7, VAT Ut U, 57 L (1L0) " (., ),
Researchi and developmenit credits'.< .. .. 7. Lol U o) T 09) T 0.9)
Extra-territorial income exclusion ......................... e {0.6) 0.4) (0 2)
Adjustment ofpnor years mcome JAKES L (2 2) (l.ﬁ) .., LO
Valuation allowances e R gy —.. (05
Other....... T T T L L (1.0) "i (06) =
Effective income taxrate .. ... 0. oot i bnn o i e 31.0%,‘..,,33.9%- 237.6%
PR SRR N o ;n..'.: J N, PRI ¢ [ L PR it . ]
IR . . L . ¢ AL ."3 Yae AL i i o . a4 PR B FETRE ¢ S
4 ' ! LY L mh PR R P R’ ’ 3! )
N . Ty ‘I_ L ¢ . ¢ N - N R EN b' , N ]
@ AN ] ] oo [ t ¥ nt, oy
L O :
i [ it RIS I N ' 'u [ UM PRI I Y * 1
L Tl o gl - el v .t
“ooy, ' 4l T LTV T i ' [ LT
45’




MINE SAFETY APPLIANCES COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

December 31 -

[

. 2006 2005
: . < e : ' (In thousands)
Components of deferred tax assets and liabilities ) I
Deferrcd tax assets, R '
Postreuremembeneﬂts....' ..... - T I § A X L
INVERLOTY FESEIVES . . . .ottt eaaeeanneeeannenes SUURUUU 8,180~ 6424 7 7
Vacation alloWANCES . ... ....oevrvteineinaeantaenns. AP 1,408 1,272
Net Operating loSSes . ... ...ovvrriaanennaneenieeeee e 1,154 3,803
Post employment benefits . ... ......o.ovurvreferrnrnernananinn. - 2,150 - 1,950
Foreign tax credit carryforwards {expiring bctween 2009 and 2016) 2,789, - 1,736
Liability insurance ............. 0t 4,318 3,522
Basis of capital assets ....................... e e . 4,197 4,383
Intangibles . ......... .. i e 1,424 1,138
, Warranties . . ......iiii i i e 2,607 2,593
_ Other....... e e . 3,968 4,178
- Total deferred tax assets . . ... e e 49 307 37,683
Deferred tax liabilities . E
Property, plant andequipment ............. ... .. ... Ll (20,229)  (18,647)
Pension ......... e e e e (80,365)  (52,647)
Other ..................................................... (1,946) (5,134)
. Total deferred’ tax llabnlmes ....... et e, (102,540)  (76,428)
Net deferred HIXES 2.5 .o ettt ettt e e e e e e e e (53,233)  (38,745)

Net operating loss carryforwards of approxlmately $2 9 million, all in non-U. S tax jurisdictions, have no
expiration date. C.

LR

No defer'red U.S. income taxes have been provided on undisiributed earnings of non-U.S. suBSIdlahes
which amounted to $137.2 million as of December 31, 2006. These earnings are considered to be reinvested for |
an mdeﬁmte penod of time. It is not practicable to determme the deferred tax llatuhty on these undistributed
carnings.

1

~ The Amerlcan Jobs Creanon Act of 2004 provided a limited opportunity through 2005 to repatnate the .
undistributed earnings of non-U.S. subsidiaries at a U.S. tax cost that could be lower than the normal tax cost on
such distributions. Dunng 2005, we repatriated $23.2 million of dividends, $21.0 million of which qualified '
under these provisions. The resulting impact of these dividends on our income tax expense was not material.

The determination of income tax expense takes into consideration amounts which may be needed to cover
exposures for open tax years. We have resolved all matters with the IRS related to our federal income tax returns
through 2002. We believe that we have made adequate provision for income taxes and interest which may
become payable or receivable for years not yet settled. We do not expect any materially adverse impact on
earnings to result from the resolutlon of matters related to open tax years.

Note 8—Stock Plans

" The 1998 Management Share Incentive Plan provides for grants of stock options and restricted stock awards
to eligible key employees through March 2008. The 1990 Non-Employee Directors’ Stock Option Plan, as
amended April 29, 2004, provides for annual grants of stock options and restricted stock awards to eligible
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directors. Stock options are granted-at market value option pricesand expire’aftér ten years (limited instances of
option prices in excess of market value and exptratton after five years). S‘tock options granted in 2006 are
exercisable beginning three years ‘after the grant date. Stock options granted in 2005 and earlier years were fully
vested as of December 31, 2005. Restricted stock awards are granted without payment to the company and vest
three years after the grant date.’As of December 31, 2006 there were 916 004 shares and 1 ,740 shares ‘
respectwely, t;eserved for future grants. under the management and dlrectors plans We issue Stock ""' -
Compensatron Trust shares or new shares for stock option exercises and restricted stock awards.” B

On January 1, 2006 we adopted Statement of FAS No. 123R, Share-Based Payment, which requrres that we
recognize compensanon expense for stock-based compensatton based on the grant date fair value! Except for
_retirement-eligible employees for whormi there is no requisite service period, this expense, is recogmzed ratably
over the requisite service periods following the date of grant. For retirement-eligible employees thlS expense is
recogmzed at the grant date. We have elected the modified prospective application method for adoptlon and prior
periods financial statements have nét beén restated. Prior to January 1, 2006, we accounted for stock-based
compensation in accordanee wrth the prov:snons of APB Opinion No 25, Accounting for Stock Issued to W
Employees, and related mterpretauons usmg'the 1ntrms1c va]ue method Whlch resulted 'm no compensanon .

ol T

-expense for stock options. 'I , . 4 \ )
. . ie . + . . ¢ . T i . ' LR

M .o i 1T .k LY T e T e
Stock-based comipensation expense was as follows: .

2006 2005 2004

R CL T (In thousands)
Restricted stock awards . ................. e e $2,204 $1,356 $895
Stock option grants P DU EETTPROT 1,730 — —
Total compensatlon expense before inCOMe tAXeS .. ................eoeeeeeo... 3934 1356 895 -
Income tax beneﬁt s . .".;3._ ....... e e, e L 1434 7529 ¢ 349
Total compensatron expense net of income tax beneﬁt ............... e e L 2,500 827 546

al B T

We did not capitalize any stock-based compensation expenée in 2006, 2005, or 2004, '

7 1_ e

Prior to January 1, 2006 we did not recogmze stack-based compensauon expense for stock opttons lf we
had elected to recognize compensahon cost based on the fair value of the options at the grant date as prescnbed
by FAS No. 123, Accountmg for Stock-Based Compensation, net income and earnings per share for 2005 ahd

2004 would have been reduced to. the pro forma amounts shown below.

*

TR M 3

2005 2004

) . (In thousands)

Netincome as TEPOTtEd .. .. ... ... ettt ittt tne et et iae e nnneenns $81,783 $71,047
Fair value of stock options granted, netoftax ............ ... .. ... i, (2,565) (1,781)
Pro forma netincome ......... e e 79,218 69,266
Basic earnings per share .

Asteported .......... ... ... e P $ 224 § 191

Proforma.................. e 2.17 1.87
Diluted earnings per share: ‘ . . ]

Asreported ... ... e $ 219 8§ 186

Proforma ....... .. ... . ... 0., S e e 2.12 1.82




BRI PINT R - MINE SAFETY APPLIANCES COMPANY SRR S
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Contmued)
Stock opnon expense for 2006 and the pro forma effect as if FAS No 123 had been applled for 2005 and

2004 are based on the fair value of stock optlon grants estrmated on the grant dates using the Black- Scholes
option pricing model and the followmg welghted average assumpuons for optlons granted in 2006 and 2005: "

‘ ‘ . ! 2006 2005 - 2004
Fair value per option’ .......0 1.5 0 o TR Is U 81638 $16.58 $8.63
Risk-free interest rate 1. .. :.rf b :'_.;; . !' . ' '.b.‘_r.r‘. . -'::' ' o '..'r‘-'-"'-f-"*' ees L 46% 4, 3%  4.1%
Expected dlvrdend yleId 'J! Z RE ' .o .|'.,_]'.‘.f e e .'.1.'.'.".. e i 1 4% 2. 0% 3.0%
Expected volauhty Y . .“'.'. e ' e ’ - 41% | 34%. 2'9%
Expected life (years) gy N § S . ;!',‘_;, Y 1 A ..A."l 5. 7 9.9 99

The nsk free mterest rate is based on the U. S. Treasurthonstant Matunty rates as of the grant date o
converted into an 1mphed spot rate yield curve. Expected dividend yield is based on the most recent annuallzed _
dividend divided by the one year average closing share price. Expected volatility is based on the fen year
historical volatility using daily stock prices. Expected life in years for 2006 is based on hnstoncal stock opnon
exercise data. Prior to 2006, expected life approximated contractual life.

© A summary of option activity under the two plans follows:

v - - . . . . Average - ' Exercisable at
o _Shares  Exercise Price Year-end
Oulstandmg at January 1,2004 ..., e e ... 2015550  $988 . . . .. .
Granted .......... e e eeeaec:e- 297,065 02521 .
Exercised ... i i, e P s (519011 U r945 o
Quistanding December 31 2004 R PR 1,792,704 12.55 1,495,639
Granted ............ 0000 oML e e 0 1 1194,786 0 - '45.68 :
Exercrsed........................‘ ....... A (433,283)  10.86 _
Outstanding December 31,2008 - 1 71 (0 L T 1588007 17T 1,554,207,
Granted,, 181,527 "4020 . .. \
Exercised ... 0., I LT T 00437y T 929
Outstanding December 31,2006 ......... ... .. ... ... ... DU 531 359 T 2095 1,349,832
. vy




MINE SAFETY APPLIANCES COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Contisiiiéd)

- - For various exercisé price’tanges, characteristics of outstanding and.exercisable stockioptionsiat 1+« %
» December 31, 2006 were as follows: _ TR T U
LT T S YO SR e Stock Options Outstanding . (- .« ...fv. . 1" :
e st st sy Ldamme Weighted-Average , .. ., ... 3,
Range of Exercise Prices Shares Exercise Price” Remaining Life ;. ..,
$ 7.07-8% 9.03 264,963 $7.83 4.1 years
$10.65 - $13.57 619,287 L1129 - 3.7 st s
$25.07 - $28.06 270,796 | "25*17“:" g g

i (34008 285025, o, vapt s P 376,313 i s 4304 b T v W8S L L
| 7877074850250 et 5313590t el 05 L ."‘5"““'3634" el oA

SHI A it L TR W RS ycrrar A R R s 1L S B Ty TR FRREY B
oMLt L e e s b '-).’M A EPTI -StoekOptlonsExercrsable"‘ r- RS ol f LT D
' _ Weighted-Average - oo

Range of Exercise Prices C Shares ) Exercise Price Remaining Life

$ 7.07-$ 9.03 : 264,963 $ 7.83 wtlr o4l years T L
. 81065 -$13.57 . 619,287 11.29 _ 5.7
..+ $25107-$28.06 ' 270,796 25.17 7.2
L $44. 36 . $50.25 : 194,786 45.68 7.9

. _ - 7
$ 7 07 $50.25 1,349,832 18.36 6.0 N
GRS r * . 7LD T et Sy '.‘1.2-’. UL R NI AR [PV B
" The aggregate intrinsic values of stock options outstanding and stock Opthll'lS exercisable at Decémber 31,
2006 were $24:5 mlll1on and $25.7 million, respectively. . . <= . DT dgna il gl el
Tt LT TN ey s e, A o S
A summary of resmcted stock award acnvrty follows TP STRNICE TV IS RN S 1 SNSRI ST IOR QR
FENE eighted
. e , Average
wil . . R _ . L :“;}' T T S R L S T Crant
‘.',%"' DateFmr
"f' v Co e - - . T . Shares - Value®

4Unvestedat]anuaryl 2004 .. 0 L T ‘137559 “$12°16
Granted ..:lcu.eiiiiiii ... e s e eaee - 45,008 12559
1 3474 1147

Unvested at December 3132004 <0 b dt el s e el 1L e B ey s 179,183 w7 15,57
Gramed ...... UG AT .::1?"; B R L A S I .l.'...‘.':’.t’. B nAT52, 878 1 +144.270
Vested <o .. Ter b U 0 M T L e it BT GE .;f. . {62/009) :13.83-
Forferted s o e i e e e s i (161) - 3916
Unvested at December 3L, 2005 o e ST TRPIN 169,891 25.10
Granted ........ 0. . . . i i R R TR IR S OIS ;g:{;47','738 1 40.29
Vested ....... B e e e , (76, 813) 12.18
Forferted L B '.‘:-. P .’.’ SUPERMGECII I ST G R e R (2,34) 40,08
Unvested at December 31, 20Q6 . .. 138470 ) 37fz'6

LTE T e ;J' o lc'!‘:,'_ WERLT gt n !J‘ln w2 (- [FLIS A

During the years ended December 31, 2006 2005, and 2004, the total intrinsic valie of stock options

exercised (i.e. the difference.between the market price-at exercise and the:option-price paidito.eXercise the v
option) was $6.3 million, $14.5 million; and $15:9 million, respectively. The fair values of restricted stotk -

CNWETRTELLI S NI v ar e e s sy e
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MINE SAFETY APPLIANCES COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

awards vested during the years.ended December 31, 2006, 2005, and 2004 were $2:9 million; $2.1 million, and
$1.6 million, respectively. _ . . o

As of December 31, 2006, there was $3.1 million of total future unvested stock-based compensation
expense, and the welghted average penod over which this expense is expected to be recogmzed was
approximately 1.7 years. - . . . .. Lol .

Note 9—Accounts Receivable Securitization

In August 2004, we terminated our securitization arrangement with a financial institution under which Mine
Safety Funding Corporatlon a consolidated wholly-owned bankruptcy remote subsidiary of the company, could
sell up to $30.0 million of eligible accounts receivable to a multi-seller asset-backed commercial paper issuer,
We terminated this arrangement because we no longer required the source of fundmg that the securitization
provnded

Note 10—Long-Term Debt .
: v o
. ; _' - December 31
v L2006 2005
’ _  (In thousands}
US. . . S oo

Industrial development debt issues payable through 2022,5.46% .. ............... $ 6,750 $10,750

Series B Senior Notes payable through 2006, 7.69% . ... .. e el s = 4,000

Senior Notes payable through 2012,839% ............. P i 39,080 39,070

Senior Notes payable through 2022,5.41% ...........ovieiiiiii i 60,000 —

Note payable through 2011, net of unamortized discount of $1,306 ....... i T 8694 . —

8.1+~ S — 50
International :

Various notes payable through 2008, 5.80% . ............. ... il a8 58
TOAl . . v oottt e e e e e 114,571 53,968
Amounts dueinoneyear............ N S 2,030 8,134
Long-termdebt .......cooitnnnii e e 112,541 45,834

H

Approximate maturities of these obligations over the next five years are $2.0'million in 2007, $10.0 million
in 2008, $10.8 million in 2009, $12.0 million in 2010, $8.7 million in 2011, and $71.1 million thereafter. Some
debt agreements require us to maintain certain financial ratios and minimum net worth and contain restrictions on
the total amount of debt. We were in compliance with our debt covenants as of December 31, 2006. '

Note 11—Pensions and Other Postretirement Benefits .

We mamtam various defined benefit and defined contribution plans covering the majority of our employees.
The principal U.S. plan is funded in compliance with the Employee Retirement Income Security Act (ERISA). It
is our general policy to fund current costs for the international plans except in Germany and Mexico, where it is
common pracnce and penn1551ble under tax laws to accrue book reserves.

> . . I

We provide health care beneﬁts and limited life insurance for certain retired employees who are covered by.
our principal U.S. defined benefit pension plan until they become Medicare-eligible. ... -
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| MINE SAFETY APPLIANCES COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-—(Contiriued)

We adopted FAS No. 158, Employers’ Accounting for Defined Benefit Pension and Other Postretirement
Plans, effective December 31, 2006. FAS No. 158 requlres an employer to recognize the funded status of each of
its deﬁned pensmn and postreurement benefit plans as a net asset or liability in its statement of financial position
with an offsettmg amount in accumulated other comprehensive income, and to recognize changes in that funded
statlis in the year in whlch ‘changes occur through comprehensive income. Upon the adoption of FAS No. 158,

additional minimum-pension liabilities and related intangible assets are no longer recognized. The provisions of .

FAS No. 158 are to be applied on a prospective basis; therefore, prior periods presented dre not restated. The

adoptlon of FAS No. 158 resulted in the following impacts at December 31, 2006: an increase ‘of $67.5 million in

prepaid pension costs, an increase of $23.4 million in accrued pension and other postretirement benefit liabilities,

and an mcrease of $43. 5 million ($26.6 million after-tax) in accumulated other comprehenswe mcome o '.

Addmonal]y, FAS No.'158 requlres that we measure the funded status of each of our plans as of year -end
~beginning December 31, 2008. : .

ST My A
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MINE SAFETY APPLIANCES COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continired)

We use 2 January 1 measurement date for our plans. Information pertaining to:defined bcneﬁt pension plans

and other postreurement benefits plans is prowded in the followmg table.»

1 . o~

.'. . L g

1
LILENOY

Pension Benefits .

Other Bt;neﬂts

1 i 1 [ 1 . iy 1 ]
PR y b s e e, re 2006 2005 2006 2005
) el ol R P - (n thousands} .
Change in Beneﬁt Obllgatmns .
Benefit obligations at January 1 Yol PP PRI L ) $286 094 $270,045" $ 28,518 - § 26,387
Service cost ... oLt " i ST O S '9,597... 5 7,843 © 7 614 543,
Cdnterestoost .ol U sedieee 16,066‘ - 14985 , 1,399 ., 1,609
Employee conmbunons ...... PR e, e 254 554 - . =
Plan améndments ....7 .. .. L P - _44 (1,310)° —
Actuarial losses (gain)''. . ..o Jfie, o e s s o s T 64T 14,515 - 0(1.832) 0 1,949
Benefitspaid . . ... ..ot e (18,189) . (13,716}  (2,483)  (1,970)
L0V 711 1 1 1= 11 - (22) — — —
Lo 3 1T 1O (393) — —_ —
Termination benefits ........ ... .0 cmn i i 4,843 — — —
Currency translationeffects ............... ... .. i 8,280 (8,176) -— —
Benefit obligations at December 31 .......... ... ... i, 306,594 286,094 24,906 28,518
Change in Plan Assets
Fair value of plan assetsatJanuary 1 .. ........ocoviiivainnnes 395,291 383,195 —_ —
Actual retum on plan assets . ... . . i i iiiia e 54,574 25,162 — —
Employer contributions . ............coiiiiiaiiia it 2,454 4,029 583 470
Employee contributions ........... ..o 254 554 — —
Benefis Paid . ..\ o\ vt e (15,619) (13,716) (2,483) (1,970}
Section 420 transfer to retiree medicalplan . ................. .. ..., (1,900) (1,500) 1,900 1,500
Reimbursement of Germanbenefits . . . .......... ... .. et (2,570) {1.868) — —
SetlEmENS . ..ottt (5200 —_ — —
Currency translation effects ............. ... v it 1,627 (565) — —
Fair value of plan assets at December 31 .......................... 433,591 395,291 — —
Funded Status
Fundedstatusat December 31 . ..., ... . i 126,997 109,197 (24,906) (28,518)
Unrecognized transition 0SS8S . .. ....vvvv i iiinaienenen 264 300 - —
Unrecognized prior Service Cost .. .. ..o viiii it 690 888 (2,527) (1,444)
Unrecognized net actuarial (gains) losses .......... ... viinnnn. (49,160) (26,527} 9,650 12,401
Net amount recoOgmized . . .. .. ...vvrurerrnniaeiiaiiiai s 78,791 83,858 (17,783) (i17.561)
Amounts Recognized in the Balance Sheet
Before the Adoption of FAS No. 158
Prepaid pension cost .. ...ttt e 143,546 140,575 — —
Accrued benefit Hability ... ... .. ... o i (67,705) (60447) (17,783) (17,561)
Intangible asset .. ... . .cvoriie e e 550 334 — —
Accumulated other comprehensive income ............ ... 000, 2,400 3,396 — —
Netamountrecognized . . ... coovnt i e ecaeai i 78,791 83,858 (17,783) (17,561}
After the Adoption of FAS No. 158
INODCUITENE ASS8ES v v\ v et i et eie it et eunanansmenennranansnn 211,018 —_ — —_
Current liabilities ... . ... .. i i i e (3,724) —_ (1,637) —
Noncurrent liabilities . .. ... ... .. i e (80,297) —_ (23,269) —
Net Amount recoBMmZed . . .. oo vv e e et et e e 126,997 — (24,906) —
Amounts Recognized in Accumulated Other
Comprehensive Income
Net actuarial 1055 (2ain) - . ... . i e (49,160} _ 9,650 —
Prior service cost (credit) . ... ... . L e 690 — (2,527) —
Unrecognized net initial obligation (asset) . ............... ... .ot 264 — —
Total (before tax effects) .......... fe e (48,206) — 7,123 _—
Accumulated Benefit Obligations for all Defined
Benefit PIANS . .. ... ..ottt iiaae e e 254968 233,337 — —
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"L T S st e U4 e, o Before. After
o . oo teen Aot U Application of ' FAS Nol158" ‘Application of
Vo b e e e gr 0 e 1T e s e £1 1FAS No. 158 (). (Adjustments - FAS No. 158

Change due'to the adoption of FAS'No. 158 T R
Prepaid pension costs ... $143,546 $ 67,472 $211,018
Imanglble ‘asset . TR RRRREE P TP 550 (550) —
Pcnsmp_ llflblll}y e e e e (67,705) (16,316) (84,021)
Other benefits Hability .............. ... ... o, (17,783)  , (7,123) . (24,906)
Accumulated other comprehensive income before taxes ... ... .- - 2,400 & v (43,483) (41,083)
Deferred taxes, net ..... e e e e - (916) T T116,932 16,016
Accumulated other comprehenswe income after taxes ..... . 1,484 ;""('2.6',551) (25,067)

(a) Includes addiliéﬁél minimuem pension liability-adjustment under previous gutdance of $1,287, which
credited accumulated other comprehensive income by $1 027 after-tax

i | "’.7 )‘.,.:“ ) ) i“_’_{ N »: ‘t e PenslonBeneﬁts e ‘:: T ‘"(j)‘thei-'I:letief’its~
e ' ‘J‘ ST 2006 0 T 2005 7T 2004 T 2006 . (2005 2004,
g Cwenttne s T - e -.. (In’lhousaq]t.\‘);"'; e
ComponentsofNetPenodlc Benefit Cost = ' 0 T e T
(Credit) . e e o, :
Service cost .......... S T8 9,597 8 7,843 $77,383 §76147 § 543 °S 513
INtEreStCOSt ... ....iuuye.iiiee. .. 16,066 14,985 14661 1,399 1,609 1,505
'.Expected réturn oh plan assets ‘ (31 287) (30001) (29 123) RS
" N L T [ TP U
Amomzatlon of transmon amoums ........ R 3 43 28 =, —
Amortization of | pnor ‘service cost ...... '.". U R "2'{0 .,' 299 (227) (227) (228)
Recognized net actuarial losses (gains) ... . 1,089 % "496" " “(661) 820 ~ 984 ' 828
Settlement loss ............ T ROR 146 260 . 225 | — @ —  —
Termination benefits .. ..... ... L T fggay e L R BRI
Net periodic benefit (creditycost . . ..., ..... 696 (6,104 (7,188) 2,606 2,909 2618
N o AT L R L L TR S P AR
S Wl e et et o il oen ot "t o Pension Benefits |, Other Benefits | -
e s eerhioe e T e b e oy 2006 0 2005 2006 . 7 2005 .. -
Assumptlons used to determmebeneﬁt obligations Loy A
Discountrate ... ......v i i e 57% 55% 60% 5.8%
‘Rate of compensation’increase - i .1 e e r s c44% 1 3149 b o T
Assumptwns uséd to determine’net penodlc ‘benefit cost e dand T e T R .
Discountrate 1. i ...t s sl b onl 0 S5% - 517% C5.8% ! 6.0%
Expected feturn ‘o plani assets 'Lt Y L e ool '8 4% 1 8.4% - —.
*r 1. . Rate'of compensation increases .. o, u L rs vl s T 0 44% 0349 — i e
B S TP
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The expected return on assets for the 2006 net periodic pension cost was determined by multiplying the
expected returns of each asset class (based on historical returns) by the expected percentage of the total portfolio
invested in thaf asset class. A total return was determmed by summing the expected returns over all asset classes.

s PR I

» o o ’ " Plan Assets at i
. i i o . December 31 i1.. i
_ e e . oo 2006 2005
" Asset Category ' ' o : R ad
Equity securities ........... - e e e e e e i . 18.8%. 76.8%
Debt securities t....:......... I e [N . 17.9%. 19.5%
o Realestate .....0.......... 03% - 02%
Cash/other -. . .. .. T Ll T 3.0% U 35%.
TOMAl 5.t ene ey bt e e faa e S p 1_00.0% 100.0%_ .

LA A AT N [ T i '

Investment policies are determined by the Plan s Investment Committee and set forth in the Plan’s
Investment Policy Asset managers are’ granted discretion for determining sector mix, selecting securities and -
timing transactions, subject to the guidehnes of the Investment Policy. An aggressive, flexible management of
the portfolio is permitted. No target asset allocations are set forth in the Investment Pol1cy

We expect to make net contributions of 5L 7 million to our pension plans in 2007.

For measurement purposes '27.5% 1ncrcase in the costs of covered health care benefits was assumed for the
year 2006, decreasing by 0. 3% for each successive year 'to 4.0% in 2013 and thereafter ‘A one-percentage—pomt
change in assumed health care cost trend rates would have increased or decreased the other postretlrement benefit

bliganons and current year plan expense by appmxunately $1.4 rmlhon and $0. 2 milhon respecnve]y

Expense for defined contnbutlon pens1on plans was $4.0 lmllion in 2006 $39 nulhon in 2005 and
$3.8 million in 2004 :

P Fa o : o . ' e,

On December 31 2003, the U. S. defined benefit pens1on plan owned 2,533,500 shares (market va.lue
$67.1 million) of our common stock. During 2004, the pension plan sold all shares of our common stock. During
2004 and 2003, the pension plan received dividends of approximately $0.2 million and $4 5 nulhon, respectively, :

' -

on those shares. . b el T L . . o

+
Syt

The estimated pension benefits to be paid under our defined benefit pension plans during the next five years
are $14.3 million in 2007, $15.3 million in 2008, $15.6 million in 2009, $16.6 million in 2010, $17.2 million in
2011, and are expected to aggregate $104.9 million for the five years thereafter. The estimated other . .
postretirement benefits to be paid during the next five years are $1.6 million in 2007, $1.6.million in 2008,
$1.7 million in 2009, $1.9 million in 2010, $2.0 million in 2011, and are expected to aggregate $10.7 imllion for
the five years thereafter. .
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Note 12—Other Income . o S T L
) o o o Vo ..+ .. (Inthousands)
Interest .......... e .. 83,062 $2,460 $2.714
Dividends ....................... e e e e — — 610
Dispositions of assets .............ccoeeeeenninni.... ta 2,865 1,604 1,008 1
OMhEr, DEE . ..ottt ee e e L (543) © 672
Total . ..ot iiat i S e io.. 5384 ..-4058. 5004
Note 13—Leases

We lease office space, manufactunng and warehouse facilities, automobiles, and other equipment under
operating lease arrangemenits. Rent expense'was $11.2 million in 2006, $10.9 million in 2005, and $9.9 million in
2004. Minimum rent commitments under noncancelable leases are $7.9 million in 2007, $5.8 million in 2008,
$4.7 million in 2009, $4.2 million in 201(3, $2.8 millio:n! in 2011, and $1.6 million thereafter.

Note 14—Goodwill and Intalngible Assefs[

Changes in goodwill and intangible assets, net of accumula.ted amortization, during the year ended
December 31 2006 were as follows R S ‘

o . . [ . C e [N

R Lo ey, Goodwill lnumgibles
, . L R P I . . - (In thousands)
Netbalances at January 1,2006 ...........ccovvviiiinnennn.. $55,654 % 9353,
Goodwillacquired .. ... ... ... .ottt 22,356 —
Intangibles acquired . .. ............. .. ... ... e To— 9445
LAmOrtization expense., .. ......... e e — (1,795) -
Currency translation and other .. ............... e -1 1,350. . 93 .

Net balances at December 31,2006 .......................... 79,360 17,096

At December 31, 2006, goodw1ll of approximately $59.4 million, $16.9, million, and $3 1 million related to
the North American, Europea, and Intematmnal operatmg segments, respechvely Approximately $18.6 miilion
and $3.0 million of the goodwill acqulred durmg 2006 related to the Paraclete Armor and Equipment, Inc. and
Select Personal Protective Eqmpmem acqulsmons The remamder related pnmanly to addmona] con51derat10n
paid on prevxous acquisitions,

- [ . . '
o . o o '

" Intangible assets include patems hcense agreements copynghts and trademarks These items are included
in other noncurrent assets. At December 31 2006, intangible assets totaled '$17.1 million, net of accumu]ated
amortization of $6.2 million. Intanglble asset amortization expense over the next five years is expected to be
approximately $3.5 million in 2007, $3.5 million in 2008, $2.5 million in 2009, $1.9 million in 2010, and

$1.7 million in 2011.

Note 15—Short-Term Debt

Short-term bank lines of credit amounted to $80.6 million, of which $80.3 million was unused at
December 31, 2006. Generally, these short-term lines of credit are renewable annually. There are no significant
commitment fees or compensating balance requirements. Short-term borrowings with banks, which exclude the
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current portion of long-term debt, were $0.3 million and $0.7 million at December 31, 2006 and 2005, -2 " ..o
respecuvely The average month-end balance of total short-term borrowings during 2006 was $19.7 million,
while the maximum month- end balance of $62.6 million occurred at October 31, 2006. The weighted average
interest rateswo‘n short_-term_ borrowmgs at December 31, 2006 and 2005 were 5% and 6%, respectrvelyl

b . . R
Note 16—Derivative Fmancral Instruments . Co RPN P U

In April 2004, we entered into an eight year interest rate swap agreement: Under the terms of the 'agreement,
we receive a fixed interest rate of 8.39% and pay a floating interest rate based on LIBOR. The notional amount of
the swap is initially $20.0 million and declines $4.0 million per year beginning in 2008. The interest rate swap
has been designated as a fair value hedge of a portion of our fixed rate 8.39% Senior Notes.

hie

In order to account for these derivatives as hedges, the interest rate swap must be highly effective at
offsettmg changes in. the fair, value of the hedged debt. We have assumed that there is no 1neffect1veness m the .
hedge;:since all of the crmcal terms of the hedge mateh the underlymg terms of the hedged debt S

- A T T Y I . oL
The fair value of the mterest rate swap at December 31, 2006, has been recorded as a 11abrlrty of
$0.9 million that is included in other noncurrent liabilities, with an offsetting reduction i in the carrymg value of
the long-term debt. s

Vit e et TR

R L R RS REIP TN S IPL - S T

As aresult of entenng into the mterest rate swap, we have increased our exposure to, mterest rate-
fluctuations. Differences between the fixed rate amounts received and the variable rate amount pard are
recognized in interest expense on an ongoing basis. This rate difference resulted in an increase in interest expense
of $0.3 miilion dunng 2006 and reductions in interest expenses of $0.1 million during 2005 and $0.3 million

during 2004. . : R S S
v .. . . N A s e . »

In March 2004, we terminated an interest rate swap agreement which we had entered into in December
2003. The termination of this agreement resulted in a realized gain of approxrmately $0 7 million, which was
reported as a'reduction of interest expense during 2004. 1T i ST A

O O LI - o . I T D Poaan
Note 17—Acqulsmons

In September 2006 we acqurred Paraclete Armor and Equrpment Ipc (Paraclete) of St. Pauls North
Carolina; Paraclete isa rap1dly growrng mnovator and developer of advanced balhsoc body armor used by -
military personnel rnc]udmg Specral Forces umts of the’ l‘.l S. mrlrtary ’The purchase pnee of $30. 3 rmllron B “
included a note payable and cash paid to the prevrous owners and Gther direct external costs assocrated wrth the '
acquisition. The note is non-interest bearing and is payable in five annual installments of $2.0 itlion begmmng
September 1, 2007. We recorded the note at a fair value of $8.5 million at the time of issuance. The note discount
of $1 S mrllron rs being recogmzed as rnterest expense over 1ts terrn Goodwrll related o the Paraclete
acqursrtron whrch is rncluded in the North Amenean segment 1s expected to be deductrble for tax purposes

et

A ."‘ ."t poteg s DG e e A BN el aamitr s
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The following table summarizes the preliminary estlmated fair value of the Paraclete assets acqun'ed and

liabilities assumed at the date .of: vaUISII‘JOI'I PR CTTRE e oo U
i ’ [ BT N [T e . L T TC TP RN B TS S P SURP PRl 0
e L P i Ligt R i S‘*’z‘;&ber e
+ M T W:"‘ lh‘». -‘.':..:l . : 'F wl:"-... LI P N “(In thous ”

' Cuirtentassets |\ e e i e S 08 2640
Property. .0 Jive . Mg Dt e a0 e e e e 2414 e
Intangibles A4 0. 0ot ol e oL e, 0 6,680 0 0
Goodwill ... ........... e e e e e e S e e . 18,554 . .

" .o Total assets acqmredn...-_.-. T Tttt e v e faan s 30,288 ron e

Lot o

In January 2006, we took steps to ensure our compliance with South African Black Economic
Empowerment (BEE) requirements by forming a new'South African holding company in which Mineworkers
Investment Company (MIC) of Johannesburg, South Africa holds a:25.1% ownership interest. Compliance with .
BEE, a South African government program similar to"Affirmative Action in the United States, is Key to achieving
meaningfu] growth in South Africa, particularly in the mining industry. At the same time, we acquired Select
Personal Protective Equipment {Select PPE) of South Africa, an established supplier of multi-brand safety
equipment and solutions to the South African mining industry. The purchase price of $7. 9 millich in cash
included amounts paid to the previous owners and other direct costs associated with the acquisition.. Goodwill
related to Select PPE; which is included in the International segment; is not expected to be deductible for tax ;.
purposes. Our existing South African company, MSA Africa, and.Select PPE are operating independently under

the newly-established South African-holding company..We believe that our- new South African operating o
structure significantly improves our market presence and expemse in serving the mmmg mdustry and provides
significant growth opportumtles intheregion. * . Lreie gm0 T e L ey
L PR} T T N P D
The following table summarizes the estlmated falr va]ue of the Select PPE assets acqutred and llablhttes -
assumed at the date of acquisition:z:rre v v 1L L L e L Ly L e e
T [ Y L et '.:"---.hr’-".'_ et T P IR i oy F .
' . . ' .]anuary .

' L ol PP

(In thousands)

*Current assets ...... Jhows S T ST AU S fen 8 151 ‘
Property T R SN L Dert 420
¢ Intangibles * b1 s, O T A M R S A K
Goodwill ... .... el r I e et e e 2,999
baatt, r. = ’ o. e _:' . - -' e , o . ‘_..'{" ’, e e ’.
To_tal assets acélum:d ........................................ R 12,8 15. ,
Current liabilities ... ..ot e B 4,920
v Netassets acquired ., ~....... e e e e e L 1,895
. O - AL A T w oo m.'; L

In September 2005, we acquired: ‘Microsensor Systems, Inc. of Bowling Green, Kentucky Microsensor
Systems is a world leader in surface acoustic wave based éhemical sensing téchnology used todetect chemical
warfare agents. The initial purchase price of $12.8 million in cashi included amounts paid tothe previous owners
and other direct external costs associated with the acquisition. Goodwill related to the Microsensor Systemns
acquisition, which is included in the North American segment, xs expec’ted to be deductible for tax purposes. The
acquisition agreement provides for additional consideration of | up to $2.3 rhillion to be patd to the former owners
based on-sales of certain Microsensor. Systems products duting the five year period from September 1,-2005
through August 31, 2010, Additional consideration will be charged 1o goodwill. “Through December. 31, 2006, no
additional consideration has been paid under the terms of Microsensor Systems acquisition agreement. . - .
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In June 2004, we acquired Sordin AB’of Varnamo, Sweden, a leading manufacturer of passive and
electronic hearing protection designed for the industrial, law enforcement and military markets. The $4.3 million
initial purchase price was allocated to assets acquired and liabilities assumed based on estimated fair values and
included $2.9 million of goodwill, which is included in the European segment. The acquisition agreement
provided for additional consideration of up to $5.4 million to be paid to the former owners based on Sordin’s
earnings performance during the five year period from July 1, 2004 through June 30, 2009. In October 2005, the
acquisition agreement was amended to satisfy our additional consideration obligation to 60% of the former
shareholders with a lump sum payment of $2.2 million, which was charged to goodwill. The additional
consideration due to the remaining 40% of the former shareholders, who comprise the current Sordin
management team, is being recognized as compensation expense over the five year earn out period, as specified
in the acquisition agreement.

The operating results of all acquisitions have been included in our consolidated financial statements from
their respective acquisition dates. Pro forma consolidated results, as if the acquisitions had occurred at the .
beginning of 2004, would not be materially different from the results reported.

Note 18—Contmgencles " ; §

Various lawsuits and claims arising in the normal course of business are pendmg agamst us. These lawsuits
are primarily product liability claims. We are presently named as a defendant in appfoximately 2,500 lawsuits
primarily involving respiratory protection products allegedly manufactured and sold by us. Collectively, these
lawsuits represent a total of approximately 16,750 plaintiffs. Approximately 90% of these lawsuits involve
plaintiffs alleging they suffer from silicosis, with the remainder alleging they suffer from other.or combined
injuries, including asbestosis. These lawsuits typically allege that these conditions resulted in part from- - .
respirators that were negligently designed or manufactured by us. Consistent with the experience of other
companies involved in silica and asbestos-related litigation, in recent years there has been an increase in the
number of asserted claims that could potentially involve us. We cannot determine our potential maximum -
liability for such claims, in part because the defendants in these lawsuits are often numerous, and the claims
generally do not specify the amount of damages sought.

With some limited exceptions, we maintain insurance against product liability claims. We ‘also maintain a
reserve for uninsured product liability based on expected settlement charges for pending claims and an estimate
of unreported claims derived from experience, sales volumes, and other relevant information. Wc evaluate our
exposures on an ongoing basis and make adjustments to the reserve as appropriate. Based on mformatmn
currently available, we believe that the disposition of matters that are pending will not have a matenally adverse
effect on our financial condition.

In the normal course of business, we make payments to settle product liability claims and related legal fees
that are covered by insurance. We record receivables for the portion of these payments that we expect to recover
from insurance carriers. The net balance of receivables. from insurance carriers was $18.4 million and $5.0
million at December 31, 2006 and 2005, respectively. We evaluate the collectibility- of these receivables on an
ongoing basis and make adjustments as appropriate. .. - .

Note 19—Recently Issued Accountmg Standards

In September 2006 the FASB issued FAS No. 157, Fair Value Measurements. FAS No. 157 defines falr
value, establishes a framework for measuring fair. value in generally accepted accounting principles, and expands
disclosures about fair value measurements. The provisions of this standard apply to other accounting

58




MINE SAFETY APPLIANCES COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

pronouncements that require or permit fair value measurements. FAS No.:157 becomes effective on January 13
2008. Upon adoption, the provisions of FAS No. 157 are to be applied prospectively with limited exceptions. We
do not expect that the adoption of tlns statement .will have a material effect on our consolidated results of
operanons or financ1al COI’ldlthI‘l Lo -

-—— v R

In June 2006 the FASB 1ssued FASB Interprctatlon No. 48, Accounting for Uncertamty in Income Taxes
(an mterpretatmn of FASB Statement No. 109) This interpretation was issued to clarify the accounting for:
uncertamty in mcome taxes recogmzed in'the ﬁnanmal statements by prescribing a recognition threshold and’
measurement attribute for the financial statement recognmon and measurement of a tax position taken or
expected to be taken in a tax return. This interpretation is effective beginning January 1, 2007, with the
cumulative effect of the change in accounting principle recorded as an adjustment to opening retained earmngs
We are currently evaluating our tax positions and do not anticipate that this interpretation should have a’
significant effect on our results.

- - . .. . R - . - -
s '

N

- s -~

Note‘ZO—Sul;sequent Events L

-

- On J anuary 30, 2007 we announced Prolect Magellan a multi-year strategic plan to improve the efficiency
of our, North Amencan manufactunng operauons by more effecnvely using available factory space. Project
Magellan is expected to result in the relocanon of certain manufactunng actlvmes and the closure of certain -
facilities. We expect that Pro_]ect Magellan w111 reduce operating expenses by as much as $10 mllhon a year once
completed.” - ; o

In the first stage of Project Magellan, we expect to move fire helmet nlanufactnring from our Clifton
N.J. plant to our Jacksonville, N.C. plant. The Chfton plant, which employs about 70 associates, will then be
closed. Many Clifton associates will'be offéred an opportumty to relocate to Jacksonville of ‘aniother MSA
Ioeatlon Costs assaciated with this closure are not expected to be significant. ‘

In addition, we w1ll move our manufacturing operations in Mexico from Mexico City and Torreon to a new
.factory in Queretaro, a city approximately 130 miles northwest of Mexico City. The plant consolidation in- ¢
Mexico is expected to begin in the second half of 2007 and be completed in 2008. We currently employ about
100 assocw.tes at our Mex1co Clty and Torreon facnllttes Many MSA Mex1co manufactunng personnel w1ll be
provtded wnth an opportumty to relocate to the new Queretaro plant - _ ,;_ G

Fmally, we expect to v',acate our plant in Evans Clty. Pa by August 2009 when our lease on the property
expires. Beginning in, ‘late 2007 and contmumg mto 2008, we expect 1o transfer certam producnon activities from
our Evans C1ty plant to other MSA plants in the United States. We intend to maintain employment for as.many

_affected associates as possible by offering opportunities at other MSA locations. The Evans C1ty fac1llty

currently employs approx1mately 125 associates.. N T e h S

he
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Note 21—Quarterly Financial Information (Unaudited) = . - L Lt e
| J"l" " a . “_l. |:.A ‘:-'A”., . “"‘l- A' .,', " ,+. 2006 . | .
Quarters ) . .
1st 2nd 3rd dth Year
e v R . ,(In !housauds excepl earnings per share)
Netsales ...... P P R Ry $228 350 $218,623° $209 802,.$256,939 $913,714
Gross profit ... e G 92574 87, 289 .18, 150 87, 291 345,304
Net income . . .. ..,..' e g e e ,15,?38 A 16 081 ) 1,2-6_01| 19 498 63,9]8
Basic earnings pershare T 43 e 44 v i35 .54 - 176
Diluted earmngs per share s L " ...:‘:"' 42 L 43 B .‘3'4_‘., 53 173
2005 ©
Quarters
ist 2nd . 3rd 4th .. . . Year
) . y (In thousands, except eammgs per share)
Netsales ........... e S .' A $228 048 $220,124 $217,879 $241:861 $907,912
Grossprofit.. [... 0. o e e ‘91,774~ 85,800 79,609 91,808 348,991
Net income . . . .. P U ISR S 21,353_' 19,201 - 17 052 - 24,177 - 81, 783
Basic earnil;gé per share ......... . DU .'58 53 .47: .66 2 24
Diluted earnings per share .............. ST B A 7 46 65 2.19
Item 9. Changes in and Disagre‘e'm“tah;S \ﬁth Accountants on .A(‘:cmlmting and Financial Disclosure . . |
] i ' . B .
None. .4t [ [ SN L doat »

At v . o o : Lt . LI o LI .

Item 9A. Controls and Procedur&s I PR N T .
- (@) Evaluation'of disclosure controls and procedures Based on'their evaluation as of lhe end of the period '
covered by this Form 10-K, the Company’s pnnc1pal executive officer and prmc1pal financial officer have
concluded that the Company’s disclosure controls and procedures (as defined in'Rules 13a-15(e) and 15d-15(e)
under the Securities Exchange Act of 1934 (the “Exchangc Act’™)) are effective to ensure that information
requlred 16 be discloséd by the Company in reports that it files or submits under the Exchange Act is recorded,
processed, summarized and reported within the tlme penods spec1ﬁed in Secunnes and Exchange Cormmssmn

rules and forms e ] i ot

Lo, .. 4 L T .‘_:!-.

(b) Changes in internal control. There were no changes in the Company’s internal control ovér fihancial
reporting that occurred during the Company’s most recent fiscal quarter that have materially affected, or are
reasonably likely to materially affect, the Company’s internal control over financial reporting.

See Item 8. Financial Statements and Supplementary Data—*“Management’s Report on Internal Control
Over Financial Reporting” and “Report of Independent Registered Public Accounting Firm.”

Item 9B, Other Information

None.
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PART 1

Item 10. Directors, Executive Officers and Corporate Governance

(R TRU*N LA TR T SIFE IS L B A

Item 11. Executive'Compensation i7" = i Licr | "0 yar o Yeorpert I PR R R T
te T et v
Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder

(S}

Matters R 1 S P S A I LA TR B /71 I RN

Item 13. Certam Relatmnshlps and l}eflated Transactlons, and Director Independence
I A AR ‘;" R B TR B R AT e Yo oL

LR

Item 14, Principal Accountant Fees and Services - P
“' Incorporated by reference herein pursuant to Rule 12b--23 are (l) “Flection of Dlrectors (2) "“Exectitive
Compensation,” (3) “Other Information Concerning the Board of Directors,”; (4)'Stock Ownership,”.and . 3
(S) “Selection of Independent Registered Public Accountmg Firm,” appearing in the Proxy Staternent filed
pursuant to Regulation 14A in'connection with the reglstram’s ‘Annual Mééting of Shareholders to'be héld on
May 10, 2007. The information appeanng in such Proxy Statement under.the caption “Audit Committee Report”
and the other information appearing in such Proxy Statement and not spec1ﬁcally 1ncorporated byr reference
herem is not mcorporated herein’ The Company has adopted a Code of Ethcs apphcable to 1ts pnncrpal
executive officer, principal financial officer and principal accounting officer and othér Company ‘officials: The
text of the Code of Ethics is available on the Company’s Internet site at wwiw. MSANet.com. Any amendment to,
or waiver of, a required provision of the Code of Ethics that applies to the Company’s principa] executive,
financial or accounting officer will also be posted on the- Company s Internet site at that address. ' '
IENEN FLIARIA PN 0 Hl d (3'!5:, et J‘? M ‘l‘ i [FLNIALY "i‘i‘i
The following table sets forth. mformatlon as of December 31, 2006, concemmg common stock lssuable
under the Company's equlty compensatlon plans

B L TT U LI s
. Number of secnntles
remzaining available

I AS e e e, gy i e, o e Number of securities -, -0 4. oo, oo, _for future issuance
b G it to be issued upon Welghl.ed average , under equity
e v T t exercise of - -"¢xercise price of ' ' -’ compensation plans

outstanding options, outstandlng options, (excluding securities
warrants and rights  warrants and rights  reflécted in column (a))

Plan Category (a) (b) {c)
Equity compensatiofi plans’ approved'by security -+ vl 4o rwe calre he o e s
holders . ................... A VIR s 155313359 <000 7182005 1t v w1 027,744
Equity compensation plans not approved by -+ iy it vuion s fa e L L 0 el e, e, T
security holders . ....................... T None N —.w7 .t .+ None
Total ... 1 531 359 820,95 1,027,744
A o RN TRV R (I BT TSR ALY SR PR R ¢ R

* Includes 916,004 shares available for issuance under the Company s, ]998 Management Share Incentive Plan
(MSIP) and 111 740 shares available for i 1ssuance under the Company’s 1990 Non-Employee Directors’ Stock
Option Plan (DSOP) ‘I ‘addition to stock opnons the DSOP authorizes the rssuance of restncted stock awards
and the MSIP authorizes the issuance of stock apprecnanon rights, restricted Stock’ performanee awards and

other; stock-and stock-based awards. ; iy o pfe Folt a0 e L pe sl ot o
LY S T DL P SCI IRRTIY N N 2 T g
e T e T e el g s Al L et e g T ule el e T
v oanl f o oateva e e .r_'.‘.'")S Y I A AL ERRNIE (R P IR N PO
L P N L 3% 0t A [ ) 3 0 LR YT T 2 DN R BT i L AT . b
[ D T T ';.i.‘.,,‘l“ ool A N ey
4 Ut ey T onta U ST ST L S B TILI YRS 'S SR, P R T W S S T PRTTLIE, "."-' .

Y M - - a -
A A A L% S R 4 P iyl
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PART IV

Item 15. Exhibits and Financial Statement Schedules ' o

(a) 1. Financial Statements and Report of Independent Registered Public Accounting Firm (see Part I,
Item 8 of thls Form 10-K).

The followmg information is ﬁ]ed as part of thls Form IO-K

. Page
Management’s Report on Respons:blllty for Fmancxal Reportmg and Management ] Report on T
Internal Control Over Financial Reporting ......... R I eemeia. 32
Report of Independent Registered Public Accounting Firm .................. SRR R R 33
Consolidated Statement of Income—three years ended December 31 2006 R 35
Consohdated Balance Sheet—December 31, 2006 and 2005 AR T . 36
Consolidated Statement of Cash Flows—three years ended December 31, 2006 e R 37
Consolidated Statement of Changcs in Retained Eammgs and Other Comprehenswe Income—three
years ended Decembcr 31,2006 ........ et e e o 38
Notes to Consolidated Financial Statemems l. . T RN ..... . ..... e .. . 39

(a) 2. The i‘oll_owing additional ﬁnadcial information for the ﬂuee yedré ended ljece;nber 31, 2006 1s filed .
with the report and should be read in conjunction with the above financial statements:

Report of Independent Registered Public Accounting Firm on F_inan'éial Statemerit Schedule

Schedule HI—Valuation and Qualifying Accounts

‘ .
'
-

All :other schedules are omitted because they are not applicable, not material or the required information is
shown in the consolidated financial statemeits and consolidated notes to the financial statements listed above.

(a) 3. Exhibits

)1}

(3)(ii)

(10)(a)*

(10)(by*

(10)(c)*

(10)(d)*

(10)e)*

(10)(H)*

1 L

Restated Articles of Incorj;oration as‘amended to January 16, 2004, filed as Exhibit 3(i) to
Form 10-K on March 15, 2004, is incorporated herein by reference.

By-laws of the registrant, as amended on October 26, 2004, filed as Exhibit 3.1 to Form 8-K on
October 27, 2004, is incorporated herein by reference.

1998 Management Share lncennve Plan ﬁled as Exhlblt lO(b) to Form 10-K on March 28 2003 is
incorporated herem by reference. . S .

Retirement Plan for Directors, as amended effective April 1, 2001 ﬁled as Exhlblt 10(a) to ‘l -

"Form 10-Q on May 10,2006, 1s incorporated herein by reference.

Supplemental Pension Plan as of May 5, 1998, filed as Exhibit 10(d) to Form 10-Q on August 12,

2003, is incorporated herein by reference.

1990 Non-Employee Directors’ Stock Option Plan as amended effective April 29, 2004, filed as
Exhibit 10(d) to Form 10-K on March 14, 2005, is incorporated herein by reference.

Executive Insurance Prograrh as Amended and Restated as of January 1, 2001, filed as Exhibit 10(b)
to Form 10-Q on May 10, 2006, is incorporated herein by reference.

Annuat Incentive Bonus Plan as of May 5, 1998, filed as Exhibit 10{g} to Form 10-Q or; August 12,
2003, is incorporated herein by reference.

62




(10)(gy* Fol"m of Severance ‘Agreem'ent as of May 20, ‘1998 between the registrant and John T. Ryan III, filed
as Exhlbn 10(h) to Form lO—Q on August 12, 2003 is mcorporated hereln by reference.

. (10)(hj* Form of Severance Agreement between the regrstrant and the other executwe officers filed as
Exhibit’ 10(1) to Form 10 Q on August 12 2003 is mcorporated hereln by referénce.’

(10)(i)* First Amendment to the 1998 Management Share Incentive Plan as of-March 10, 1999, filed as .
Exhlbll 10(i) to Form IO-Q on August 6, 2004, is incorporated herein by referenee

(10)(j)  Trust Agreement asof June 1; 1996 between the registrant and PNC Bank N A. re the Mine Safety -
Applranees Company Stoek Compensatron Trust filed as Exhrbrt 10¢k) to' Form 10-K on March 28,

.....

(10)(k)*. MSA Supplemental Savmgs Plan, as amended and restated effective January 1, 2003, filed as
e - Exhibit 10(1) to Form'10-K on March:28, 2003, is mcorporated herelmby reference! <t et oL

(10)(1)* CEO Annual Incenttve Award Plan ﬁled as Appendrx A to the reglstrant s det'tmtwe proxy statement
- .«dated March 29, 2003, 1s mcorporated herein by reference. . S .

21 Affiliates of the reglstrant is filed herewnth

(23) ' Conisent of PncewaterhouseCoooers LLP mdependent reglstered pubhc apcountmg ﬁnn is ﬁled
herewith. ) W _
‘(31)(1) . Certification of J. T+ Ryan ITI pursilant to Rule 13a-14(a) is filed herewith. .. .= .

C e

(31)2). Certification of D" L. Zeitlér parsuarit to Rulé 13a:14(a) is filed herewith? *
©(32) Certification of Chief Executive Officer and Chlef Fmancral Ofﬁcer pursuant to 18 US. C (S)1350 is
' filed herewith. : . : Astoeow s

* The exhibits marked by an asterisk are management contracts or compensatory plans or arrangements.
' ot it . AR PR e e, ERE

Ao e w ok - coe p

The registrant agrees to furnish to the Commission upon request copies of all instiiments with fespect to-
long-term debt referred to in Note 10 of the Notes to Consohdated Financial Statements ﬁled as pan of Item 8 of
thls annual réport which have not been prev1ously filed or are not filed herewith. = = - ° - .-
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Pursuant to the requ1rcmems of Sectmn 13 or 15(d).of the Secunnes Exchange Act of 1934 the reglstram
has duly éaiised t.hlS rcport to be sxgned on 1ts behalf by the under51gned thereunto du]y authonzed

‘A‘i J] batEl

MINESAFETYAPPLIANCES COMPANY ¢ .24 0 o TN R IS S LN

ST _":.'.r T, iy Ve l‘au“ TR SRS S .
v e Februa.ry 28, 2007 ) ] , By fs/ JOHNT RYAN III
o e edDate) L oL L. . . . JohnT.RyanH .,
ChaimmnoftheBoardand

P LAY S

¢ ~ Chief Executive Officer
it ‘.“_.t,}‘._' {

Pursuant to the requu'ements of the.Securities Exchange’Act of 1934, ths report has been sngned below by
the followmg persons oin behalf of the reglstrant and in thc capacmes ancl on the dates indicated.

Y £ . . R .
FRPUR N PR PR I .4' S ARt o 1"' R o * ' e 1

BEFCEPIVIT ERE LYY 2 S ""“.‘
Signature 2 S P 1| I ILL TN . Date
it a‘-i.': " o A AR '
/s/ JoHNT. RyanIII, Dlrector Chauman of the Board a “and . 1Februa1y 28, 2007
"™ JohnT.Ryanmi © ‘T 70 ' Chief Executive Officer '~ *~ <" S .

[

/s/ DENNIS L. ZEITLER: - _.i | . g sVice President—Finance; Principal » ... February 28, 2007

Dennis L. Zeitler, NN Fmanmal and Accountmg Ofﬁcer e
BRI PR i LATTA .- Tl
th el ety el wedDirectors T Td T we R T e ot v
Robert A. Bruggeworth e
R I TV P LT L LR E P A S L FOF GEETI TH SIS B PN A
fs/ CALVIN A. CAMPBELL, JR. Director | February 28, 2007
. Cnlvin A.Campbell,]r. . R R K TR It NIV e T
B L AL T R TS RV AR L) ELF SR ST B O o ot
lsl JAMESA CEDERNA . . Du'ector e ;. .February 28, 2007,
3 TP * FREN . R . BN .
James A. Cederna
/s/ THomas B. Hotoprp Director February 28, 2007
Thomas B. Hotopp
Isi. DIANE M. PEARSE Director - February 28, 2007
 Diane M. Pearse
Director
L. Edward Shaw, Jr.
{s/ JOHN C. UNKOVIC Director February 28, 2007
John C. Unkovic
/s/ THOMAS H. WITMER Director February 28, 2007

Thomas H. Witmer




Lo Report of Independent Registered Public Accounting Firm on
Financial Statement Schedule

P A F AN S I PRSI A S 4 T
To the Board of Directors SOV ADS ] o T T AL A TR T A
of Mine Safety Appliances Compary: = .~ 5.2 ¢t .0 o 0 0 o000 Ty
A IR

Our audits of the consolidated financial statements, of management’s assessment of the effectiveness of
internal control over. financial reporting and of the effectiveness of internal control over financial reporting
referred to in our report dated February 28, 2007 appearing in the 2006 Annual Report to,Shareholders of Mine -
Safety Appliances Company (which report, consolidated financial statements and assessment are included in this
Annual Report on Form 10-K) also included an audit of the financial statement schedule listed in Item 15(a)(2) of
this Formy 10-K. In our opinion, this financial statement schedule presents fairly, in all material respects, the:
information set forth therein when read in conjunction with the related consolidated financial statements. .

. D T : .. .. RSN I T

Isf. PRJCEWATERHOﬂSECoop_ERs LLP

. . .
1.0 * g

PricewaterhouseCoopers LLP
Pittsburgh, Pennsylvania
February 28, 2007




SCHEDULEI1
MINE SAFETY APPLIANCES COMPANY AND AFFILIATES
VALUATION AND QUALIFYING ACCOUNTS
THREE YEARS ENDED DECEMBER 31, 2006

(IN THOUSANDS)

_ ) ('2006 2005 ' 2004
Allowance for doubtful accounts: - : - .
Balance at begmmng of year ........................ PR S v.. $6,041 37,548 36418
Additions— o :

Charged to costs and expcnses S e e e e 1,063 474 1,703
Deductions— - , , . S <

Deductions fromreserves (1) .............oo0l i, Lo eooeenn. ©1,5300 1,981 573
Balance atendof year .................... e Litoo... '5574 6,041 ¢ 7,548

{1) Bad debts written off, net of recoveries.




MINE SAFET‘f APPLIANCES COMPANY

The registrant’s present affiliates inc

o

- o

+ P g 4

lude the following: |

EXHIBIT 21

. State or Other

hE o ' Jurisdiction of

Name Incarporation
Compaiiia MSA de Argentina S5.A. Argentina
MSA (Aust.) Pty. Limited Australia
MSA-Auer Sicherheitstechnik Vertriebs GmbH Austria
MSA Belgium NV Belgium
MSA do Brasil Lida. Brazil
MSA Canada F Canada
MSA de Chile Ltda. Chile
Wuxi-MSA Safety Equipment Co. Ltd. - * China
MSA Intemational,.lnc. Delaware
Microsensor Systems, Inc. Kentucky
MSA Gallet France

- MSA Auer Germany
MSA Europe . Germany
MSA-Auer Hungaria Safety Technology Hungary
MSA Ttaliana S.p.A. ‘ Tialy
MSA Japan Ltd. Japan
MSA Safety Malaysia Snd Bhd Malaysia

" MSA de Mexico, S.A. de C.V. Mexico
MSA Nederland, B.V. Netherlands
MSA del Peru S.A.C. Peru
MSA-Auer Polska Sp. z o.0. Poland
MSA (Britain) Limited Scotland
MSA S.E. Asia Pte. Ltd. Singapore
MSA Africa (Pty.) Ltd. South Africa
MSA Espafiola S.A. l Spain
MSA Nordic Sweden
Sordin AB Sweden
Aritron Instrument A.G. Switzerland

Zimbabwe

MSA Zimbabwe (Pvt.) Limited

The above-mentioned affiliated companies are included in the consolidated financial statements of the registrant filed as part of
this annual report. The names of certain other affiliates, which considered in the aggregate as a single affiliate would not constitute a
significant affiliate, have been omitted.




Exhibit 23
CONSENT OF INDEPENDENT REGISTERED‘PUBL[C ACCOUNTING FIRM

We hereby consent to the incorporation by reference in the Registration Statements on Form 5-8.(No. 33-43696, No. 333-51983, and
No. 333-121196) of Mine Safety Appliances Company of our reports dated February 28, 2007 relating to the financial statements,
financial statement schedule, management’s assessment of the effectiveness of internal control over financial reportmg and the -
effectlveness of internal control over ﬁnancnal repomng, Wthh appear m this Form 10- K

fs/ PricewaterhouseCoopers LLP

PricewatérhouseCoopers LLP
Pittsburgh, Pennsylvania : AR o
February 28, 2007
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o Lo . EXHIBIT 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT.TO RULE 13a-14(a) " .« —~,. -t- ", NN
I, John T. Ryan III, certify that: : ' R .
1. T have reviewed this annual report on Form 10-K-of Mine Safety-Appliances Company:©:' - .23 « -0, o Lh o g0 s d o

2. Based on my knowledge, this repoit does not contain any untrue statement of a-material fact or omit to state a material.fact
necessary to make the statements made, in light of the circumstances under.which such statements were made;.not: mxslcadmg wnth s
respect to the pcnod covered by this report; : o, IS .

3. Based on my knowledge, the financial statements; and other financial information-included in this report, fairly, present in all
material respects the financial condition, results of operations and cash flows of the registrant as of,-and for, the periods presented in. .. r
this report; n

4. The registrant’s other certifying officer and I are responsible for.establishing and maintaining disclosure controls and procedures .
(as defined in Exchange Act Rules 13a—15(e} and.15d-15(¢)) and internal control over financial repornng (as deﬁned in Exchangc
Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: - R T S e :

(a) Designed such disclosure controls and procedures, or caused-such disclosure controls and procedures to be designed under
our supervision, to ensure.that material information relating to the registrant, including its consolidated subsidiaries, is made .
known to us by others within those entities, particularly during the period in which.this report is:being prepared; - -~ .: .

(b) Designed such internal control.over financial reporting, or caused such internal control over financial reporting to be
designed under,our supervision, to provide reasonable.assurance regarding the reliability of financial reporting andithe *. . - :
preparation: of financial statements for external purposes in accordance with generally.accepted accounting principles;. -+« -

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented-in this report our conclusions
about the effectiveness of the dxsclosure controls and procedures; as of the end of the period covered by this report based on vt
such evaluation; and A Voo 0 gy e

(d) Disclosed in this report any change in the-i-cgistrant‘s internal control over-financial reporting-that occurred duﬁng the, " .~
registrant’s most-recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an-annual report) that-has materially -
affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reperting; and- t

5. The registrant’s other certlfymg officer and I have disclosed, based on our most recent evaluation of.internal control over financial . -
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performmg the - .
equivalent functions}): et

(a) All significant deficiencies and material weaknesses in the design of operation of iriternal control over financial reporting
which are reasonably likely to adversely affect the registrant’s ability,to record; process, summarize and report ﬁnanmal "
information; and i .

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role i in the
registrant’s internal control over financial reporting, o Ll T

February 28, 2007 v .

Lo /s/ John T. Ryan III
S John T. Ryan III
: Chief Executive Officer




, EXHIBIT 31.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT TO RULE 13a-14(a): '

I, Dennis L. Zeitler, certify that: .
1. T have reviewed this annual report on Form 10-K of Mine Safety ‘Appliances Company;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under-which such statements were made, not m:sleadmg with
respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of.the registrant as of, and for; the periods presented in -
this report;

4. The registrant’s other.certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures
(as defined in Exchange Act Rules 13a—15(¢e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)} for the registrant and have: .

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under
our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made
known to us by athers within those entities, particularly during the period in which this report is being prepared; - '

{(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

(¢) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions
. about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this repon based on
such evaluation; and

{d) Disclosed in this report any change in the registrant’s intemnal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case-of an annual report) that has matenally
affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s-other certifying officer and.I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committeé of the registrant’s board of directors (or persons performing the .
equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report ﬁnam:lal
information; and

{b) Any fraud, whether or not material, that involves management or other employees who have a sngmficant role in the
registrant’s internal control over financial reporting. . . .

February 28, 2007

/s/ Dennis L. Zeitler

’ Dennis L. Zeitler -
‘i Chief Financial Officer




. EXHIBIT 32
CERTIFICATION

Pursuant to 18 U.S.C. (S) 1350, the undersigned officers of Mine Safety Appliances Company (the “Company”), hereby certify, .
to the best of their knowledge, that the Company’s Annual Report on Form 10-K for the year ended December 31, 2006 {the .+
“Report”) fully complies with the requirements of Section 13 (a) or 15 (d), as applicable, of the Securities Exchange:Act of;1934 and . .
that the information contained in thc Report fairly presents, in all material respects, the financial condmon and results of operations of,
the Company. TS T NS O ' ¢ - :

i i - . Lo
Febmary 28, 2007 S A . tfs/John T.RyanIIl - ' - .. -
. o o P IR B S John T. Ryan III Lo 4 .
AT ot ot 0w Chief Executive Officer - - ’ .

e

e . AT oL s/ Dennis L. Zeitler g U et

Lol . L Dennis L. Zeitler A
a . 'f‘_ R R -Chief Financial Officer

B

...




Principal. Operations / Directors & Corporate Officers

North America T e - - Board of Directors -
Mine Safety Appliances Company . - e SRR L P luhn T.Ryanli¢y - .: - a
Corporate Headquarters - Pittsburgh, Pa ' : Ll - Chairman and Chief Executive Officer of the Company
Manufacturing - Bowling Green, Ky; Cliften, N.J.; - Robert A. Bruggeworth
Cranberry Twp., Pa.; Englewood, Co.; Evans City, Pa.; : President and Chief Executive Officer, RF Micro Devices, Inc.
Jacksonville, N.C.; Murrysville, Pa.; Newport, Vt.;  : ..~ " . . . (high-performance radio systems and solutions for applications
St. Pauls, N.C.; Sparks, Md. J - that drive mobile communications); Director, RF Micro Devices,
Research — John T. Ryan Memorial Laboratory, . “+ Inc.; and Director, Light Path Technologies, Inc.
Cranberry Twp., Pa. Calvin A. Campbell, Jr. (2) (3) (4)
MSA Canada, Toronto; MSA Gallet, Quebec e T Goodman Equipment Corporation, retired (2003); formerly Chairman,
MSA de Mexico, S.A. de C.V,, MexicoCity = .. . . President and Chief Executive Officer, Goodman Equipment
4y . =t .. Corperation {mining and tunneling locomotives); Eastman Chemical
Europe . Company (NYSE), Director 1994-2005; Cyprus Amax Minerals
MSA Europe (Headquarters), Berlin, Germany Company (NYSE), Director 1985-1994, Chairman 1991-1992;
Aritron Instrument A.G., Forch, Switzerland . National Association of Manufacturers, Chairman 1998-1999,
MSA-Auer Almay, Almaty, Kazakhstan (Service Center/Office) Honorary Vice Chairman for Life, 2001
MSA-Auer, Berlin, Germany James A. Cederna (2) {3) (4)
MSA-Auer, Czech, s.r.0., Ostrava, Czech _ Owner and President, Cederna International, Inc. {executive coaching)
MSA-Auer GmbH, Czech o.z., Praha, Czech (Service Center) Thomas B. Hotopp (1) (4)
MSA-Auer Polska Sp. z 0.0., Warsaw, Poland Retired (2003): formerly President of the Company
MSA-Auer Poznan, Poznan, Poland (Service Center) Diane M. Pearse (2)
. MSA-Auer Hungaria Safety Technology, Budapest, Hungary Chief Financial Officer, Crate and Barrel (home furnishings retailer)
M5A-Auer Kiev, Kyiv, Ukraine (Representative Office) L. Edward Shaw, Jr.
MSA-Auer Miskolc, Tiszaujvaros, Hungary (Service Center) Senior Managing Director, Richard C. Breeden & Co. (multi-discipti-
MSA-Auer GmbH Romania, 0.z., Bucuresti, Romania (Branch) nary professional services firm); Director, HealthSouth Corporation
MSA-Auer Petrosani, Petrosani, Romania (Service Center) John €. Unkovic (3) (4)
MSA-Auer Moscow, Moscow, Russia (Representative Office) Partner and General Counsel, Reed Smith LLP
MSA-Auer Sicherheitstechnik Vertriebs GmbH, Absdorf, Austria (full service law firm)
MSA-Auer GmbH, Slovakia 0.z., Pezinok, Slovakia Thomas H. Witmer (1) (2) (3)
(Service Center) . _ Retired (1998); formerly President and Chief Executive Officer,
MSA-Auer Szczecin, Szczecin, Poland (Service Center) Medrad, Inc. (manufacturer of medical devices)
MSA Belgium, N.V., Lier , .
MSA (Britain) Limited, Glasgow {1) Member of Exegutwe Cqmmlttee
MSA Espafiola, $.A., Barcelona {2) Member of Audit Committee

{3) Member of Compensation Committee

MSA de France, Chatill Chalaronne o
8 atition sur Lnataronn {4) Member of Nominating and Corporate

MSA Gallet, Chatillon sur Chalaronne, France; Mohammedia, Morocco

MSA Haiana $.p.A., Milan . Governance Committee

MSA Nederland, B.V., Hoorn Officers

MSA Nordic, Malme, Sweden John T. Ryan lll

MSA SORDIN AB, Varnamo, Sweden Chairman of the Board and Chief Executive Officer

William M. Lambert

International
President and Chief Operating Officer*

MSA de Argentina S.A., Buenos Aires

MSA (Aust.} Pty. Limited, Sydney James H. Baillie _

MSA (Australia), Auckland, New Zealand (Branch Office) Vice President; President, MSA Europe

MSA do Brasil Ltda., Sdo Paulo Inse_ph A Bigler

MSA de Chile Ltda., Santiago Vice President

MSA Egypt, Cairo Kerr_y M. Bo\fe

MSA Haong Kang Limited, Hong Kong : Vice President

MSA (India) Limited, Calcutta Rob Cafiizares M. . .
MSA Indonesia, Jakarta Vice President; President, MSA International
MSA Japan Ltd., Tokyo Ron§ld N. ngring, Ir.

MSA Safety Malaysia Snd Bhd, Kuala Lumpur Vice Premdent.

MSA Middle East, Abu Dhabi, U.A.E. Douglas K. McClaine

MSA del Peru S.A.C., Lima Vice President; Secretary and General Counsel
MSA S.E. Asia Pte. Ltd., Singapore Stephen C. Plut

MSA Zimbabwe (Pvt.) Limited, Harare Vice President

Samsac Holding (Pty.) Limited, Johannesburg Paul R. Uhler

Wuxi-MSA Safety Equipment Co., Ltd., Wuxi, China Vice President

Dennis L. Zeitler
Vice President; Chief Financial Officer and Treasurer
* Effective March 15, 2007




Inquiries and Organizafion

Section 302 Certifications and NYSE CEQ Certification

In June 2066, the Company's Chief Executive Officer
submitted to the New York Stock Exchange the annual cerifi-
cation as to compliance with the Exchange’s Corporate
‘Governance Listing Standards required by Section 303A.12(a)
of the Exchange’s Listed Company Manual. The certification
was unqualified.

The Company’s reports filed with the Securities and Exchange
Commission during the past year, including the Annual Report
on Form 10-K for the year ended December 31, 2006, have
contained the certifications of the Company’s Chief Executive
Officer and Chief Financial Officer regarding the quality of the
Company's public disclosure required by Section 302 of the
Sarbanes-Oxley Act. -

Shareholders’ Inquiries

Additional copies of the company's 2006 Annual Report,
including Form 10-K, as filed with the Securities and Exchange
Commission, may be obtained by shareholders after April 1,
2007. Printed and electronic versions are available. Requests
should be directed to the Vice President-Finance, who can be
reached at one of the following:

Phone:  412-967-3046

Fax: 412-967-3367
Internet:  MSAnet.com
U.S. Mail: MSA
Vice Preéident-Finance
P. 0. Box 426

Pittsburgh, PA 15230 -

5000-50

Organization

Continuing to add depth to its
executive management team in
2006, the Board of Directors
elected Paul R. Uhler a Vice
President of the company.

With more than 22 years of
operations expertise and HR
experience, Paul joined the
company in 1984 and has held
various positions in both the
human resources and manufac-
turing arenas. Paul has also
contributed to MSA’s global .
success by taking both a leadership and consultant role on
the company's Global Manufacturing Council. Most recently,
Paul was instrumental in implementing a comprehensive
reorganization of MSA's HR department. The HR transfor-
mation was implemented to better align the department’s
programs, initiatives and people processes with MSA's
strategic business goals.




MSA

The Safety Company

Mine Safety Appliances Company
121 Gamma Drive
RIDC Industnat Park
O’Hara Township
Pittsburgh, PA 15238

412-967-3000

www.MSAnet.com




